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ERHAPS never in the history of the world has a single fortnight been so big 

with events as that just passed. The non-T euton world stands almost stupefied 

ti at the sudden realization of hopes for which it was prepared to fight for years 

=! if necessary, while in Kaiserless Germany and Emperorless Austria and Russia 

cali of confusion and disorganization prevail of which it is difficult to predict the 
outcome. 

America and its allies find the problems of readjustment to a peace basis thrust upon 


them with a disconcerting suddenness. Nevertheless these problems will be solved, not 
instantly, but in a gradual and orderly sequence, without panic and without dangerous 
disorganization. Nations capable of the splendid control and the organized efficiency 
which, for the most part, characterized the waging of the war, are entirely capable of 
organizing peace and of reaching a higher plane of industrial development and accom- 
plishment than ever before. 


America’s Present Economic Position 


HE moment is opportune for taking a broad view of our economic and financial 
position. 
The fact is well known that industrial and financial progress does not advance 
by a steady and gradual rising of the tide, but in a series of waves, each of which 
comprises a period of rise and a period of fall—not a fall to the original level, but to an 
intermediate position, from which as a starting-point the next rise carries us forward to a 
new and higher plane of industrial achievement and individual prosperity. 

The duration of these waves varies according to changing conditions from decade 
to decade; but they are separated and marked off by periods of general liquidation, end- 
ing in depression and stagnation, which are easily recognized. Thus the severe liquidations 
of 1857, 1873, 1893, and 1914, accompanied and followed by extreme trade depres- 
sions, marked in each case the end of an industrial era which had -certain well defined 
characteristics. 

The “panic of "93" and the acute stagnation of 1894 are still fresh in the minds of 
those who were active in the business field at that time. Still more easily remembered are 
the wonderful prosperity, my Neg accumulation of capital, the big financial combinations, 
the tremendous increase in the efficiency of labor through the improvement and wider 
application of iihinard: ge the piling up of our “trade balance,”’ or excess of exports 
over imports, which followed in the years 1897 to 1906— interrupted, it is true, by 
minor reactions and fluctuations, but still representing a fairly continuous period of progress. 
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The year 1914 was characterized by a completeness and thoroughness of liquidation 
rarely if ever before experienced in the history of this country. By 1913 we had com- 
pleted what seemed to be a “normal’’—if we may use that term—liquidation, which had 
been nearly continuous since 1909. Upon this normal liquidation was superimposed the 
crash precipitated by the outbreak of the European War, as we then called it. Foreign 
trade temporarily collapsed. Europe poured back into our reluctant laps a flood of our 
securities which she had previously owned. Through uncertainty and apprehension, our 
domestic trade came as nearly to a standstill as actual consumptive necessities would per- 
mit. Our industrial activities not merely touched bottom—they bumped upon it and 
lay there well-nigh paralyzed. 

What followed is too recent to require expatiation. Europe, spurred on by war 
necessity, poured into our coffers the flood of its accumulated wealth. Our vaults were 
bursting with gold, our profits were staggering, our wage-earners wonderfully prosperous. 
The natural accumulation of capital resources which would inevitably have followed the 
period of liquidation as it followed the liquidation of 1893-4, was doubled or tripled by 
our “war profits,” direct and indirect. 

This powerful up-swing was interrupted by our own entrance into the war. Our 
bond market, by the end of 1917, had fallen below the 1914 level; the stock market had 
suffered a severe reaction, without, however, any of the characteristics of a- panic; and 
— industrial activity was for a time reduced by the necessity of readjustment to a war 

sis. 

In 1918 came recovery; a slow improvement in bond prices, then a rapid and 
important advance when peace came into sight; a moderate advance in “peace stocks” 
and liquidation of “‘war stocks”; great activity of war industries accompanied by sys- 
tematic repression of peace or “‘non-essential’’ lines. 


Still in the Prosperity Swing 


ITH relation to this background, what is our present position? 

We are but four years removed from the most thorough liquidation of our 
industrial history. Under the stimulus of war, we have doubtless progressed 
farther and faster than in the years following 1894, but we are still in the period 

of the natural up-swing of the prosperity wave. 

For a year and a half we have bent our energies to the economically futile task of 
war, instead of to the arts of peace. To that extent our resources have been reduced; 
yet there are compensating factors. 

For one thing, we have cancelled at least $3,000,000,000 of our own foreign in- 
debtedness and our Governnient and private investors have already loaned $10,000,- 
000,000 to foreign nations. We shall undoubtedly loan at least another billion or two 
for purposes of peace reconstruction, so that our position as regards interest payments 
abroad will be something like $650,000,000 annually better than before the war. This 
vast sum cannot be paid to us in cash. What it means is that we have that much greater 
command of the resources and products of foreign countries, just as before the war Europe 
had a cee though much smaller, command of our energies to pay the interest we owed 
abroad. 


Our Government Debt No Handicap 


GAIN, a war has to be fought with “present goods."” We are accustomed to 
think of our war debt as hanging over us for years just as the debt of a private 
individual handicaps his efforts. The analogy is entirely wrong. For we owe 
our national debt to ourselves. We bought the Liberty Bonds. As a nation, 

we shall pay the interest, and eventually establish a sinking fund, by transferring money 
from one pocket to the other—which involves some redistribution of our wealth but no 
loss. Not only that, but broadly speaking these interest payments will pass from the 
hands of non-investors to those of investors—from the spending class to the saving class— 
from the buyer of useless trifles and minor luxuries to the buyer of securities. 


























THE OUTLOOK 





Further, our industrial organization is today at its highest point of efficiency, so far 
as coordination and the use of machinery are concerned. Our labor is at the moment 
less industrious because of extraordinary prosperity, but that condition will gradually cor- 
rect itself, as it always has in the past. For example, the amount of human effort needed 
to make a complete automobile today is only a fraction of that required in 1908. To less 
degree the same is true of every process of industry. Improved organization, machinery 
becoming every day more and more automatic and efficient, better coordination, mean that 
a day's work produces nearly everywhere a greater quantity of useful goods, and there- 
fore enriches the community that much the faster. 

The burden of war, then, as a weight upon industry and finance, is over as soon as 
demobilization is accomplished. Even that part of our war debt not loaned abroad will 
not be a burden upon industry, but a stimulus, because the redistribution of ow: earnings 
resulting from payment of interest and principal will tend to turn them into investment 
channels, and that means into the channels of new enterprise, industrial growth, and 
expansion ‘of foreign trade; while the heavy interest payments due us from abroad enable 
us to exact a permanent tribute from other nations, in a different way but just as surely 
as ever tribute was levied by the Greeks or Romans. 


Meaning of $20,000,000,000 of Government Bonds 


O be still more specific, what is the meaning of the fact that $20,000,000,000 
or more of Liberty Bonds will be in the hands of our people by the time we are 
on a peace footing? 

This means that some 25,000,000 people are now investors, most of whom 
hardly knew what a bond was before the war. It means that many of them will begin 
to take the investment viewpoint—to take an interest in other investments, and to accum- 
ulate in order to own them. It means that these bonds, being practically equal to money 
for almost any purpose, can be used as collateral for the purchase of other securities. 


Our accumulation of capital for peace uses, then, begins with the completion of de- 
mobilization—will even anticipate that to some extent. Our Government debt will hasten 
accumulation, instead of burdening it. Our widely distributed Government bonds will 
not only give the class who in the past might be labeled as investors, more money than ever 
before to invest, but they will bring into the field an army of new investors with new 
accumulations. 


The Sherman Law is Dead 


N the corresponding period of the “cycle” which rose out of the depression of 

1893-4, the conspicuous feature of our great prosperity was the welding together 

agen} of the industrial structure into larger units—“‘trusts,” as they were called. They 

were then entirely under private management, and those managements in some 

instances abused their opportunities. The beneficial results, even so, outweighed the evils, 
but the evils were most conspicuous. 

The result was the resuscitation of the comatose Sherman Law and an’ effort—more 
or less conscientious—to unscramble the omelette. Perhaps the experience was necessary, 
but it was painful and in many respects injurious. 

Today we do not hesitate to say that the Sherman Law is dead. Just what form 
its obsequies may take we do not undertake to predict; but the great lesson of the Great 
War has been the necessity of organization on a great scale, and that lesson will not be 
forgotten. 

A greater degree of Government control we shall undoubtedly have, with just what 
results remains to be seen; but the era of the small business unit has passed into the limbo 
of the dead past. 


‘ 
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On the Threshold of a Big Foreign Trade 
SPECIALLY in the field of foreign trade we look for great results from the 
new spirit of cooperation and healthy combination. Ten years ago our pros- 


perity was national. Five years hence it will be upon an international basis. 
Our field then was the United States. In future our field will be the world. 
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Even now neutral nations and belligerents alike are hungry for our goods—and 
neutrals are in a position to pay for them. The exhausted belligerents can accumulate 
the means of payment but slowly, but with our own increasing accumulations we shall be 
in a position to lend to them until they can again get on their feet—thus further increasing 
the flow of interest payments to our shores. 

Our own narrowness of vision has in the past been the principal stumbling-block 
in the way of our foreign trade. The few industries which were organized on a broad 
enough scale to go after foreign business systematically and intelligently did not do so 
because they found, as a rule, a sufficient market at home. Our new position as a creditor 
nation and the broadening of our views as a result of the war will, we believe, bring a 
great change in this respect. 

The More Immediate Outlook 
E. believe, therefore, that our investment markets are facing a future full of 
promise, and that the beginning of the definite realization of that promise will not 
be long delayed. 

=3 In the meantime, we have before us the immediate prospect of readjustment 
to a peace basis. The present level of prices and wages is to be maintained, approximately, 
for the rest of 1918, while demobilization of both the army and the war workers begins. 
Labor will, of course, resist any reductions of wages—that is but human, and we did not 
need Mr. Gompers’ assertion to know what the attitude of labor organizations would be. 

Taxes, though somewhat lightened by Secretary McAdoo’s proposed changes, must 
remain heavy. Government expenses can be reduced only gradually. . Restrictions on 
issues of new capital for purposes not connected with the war have not as yet been re- 
moved. And it is not to be expected that any considerable enlargement of loans on 
Stock Exchange collateral can be permitted for the present. 

The problems of Government control of the railroads will be difficult of solution. 
‘The law provides that control shall be for a period not longer than 21 months after peace 
is concluded. Efforts will undoubtedly be made in Congress to shorten this period. 
Other efforts will be made toward permanent Government ownership. We do not believe 
that the period of control can be greatly shortened, nor do we believe that Government 
ownership will result. But the roads will never go back to their old individualistic methods. 
Some of the benefits of cooperation are conspicuous and must be retained. 

Prices of commodities will gradually decline—in fact, that movement has already 
begun—but we believe the change will be gradual and will be accomplished without 
panic or serious disturbance. Food prices, especially, cannot fall far at present because 
of world-wide scarcity. Wages have been, in some cases, ridiculously excessive during 
the war. These excesses will end with the end of war work. 

As to the general wage-scale, we do not look for any immediate or serious fall. 
Wages, prices, money and credit are now all on a new high level, far above that before 
the war. The return toward the old scale will probably be gradual, and it may be that 
the increased productiveness of industry will permit the maintenance of wages in many 
instances near their present level. 

Demobilization will be slow, in order to permit the discharged soldiers to find their 
places gradually in industry. At the moment there is plenty of demand for their services. 
It is probable that Government and municipal work, or railroad and other permanent im- 
weet ny will be provided in case unemployment should seem imminent on any threaten- 
ing scale. : / 

The Market Prospect 

F OR bonds, good preferred stocks, and for peace stocks generally, we expect higher 
iF prices. There is a large demand for the products of peace industry which has 
fae) been “dammed up” during the war. Many of the war and semi-war stocks, 
=== also, have now declined enough to discount for the most part their problems of 
readjustment. Bethlehem Steel, for example, recently sold at 60, after selling at 155 last 
year. The money situation may check enthusiasm for a time, but not for long, as we see 
it. In general, stocks are now going into strong hands. 


November 19, 1918. 





“Prosperity Ahead”-— 


C. E. Mitchell 


Lower Money Rates—Outlook 


for Bond and Security Mar- 
kets—A Great Era of Activity 
in Prospect Says President of 
National City Co. 





By BARNARD POWERS 





HOSE who look for the ending 
of the world, industrially and 
financially speaking, with the end 

: of the war, should ‘heed the 
vords of: Mr. Charles E. Mitchell, presi- 
lent of the National City Co. This giant 
financial organization, with its thirty- 
three branches in this country and con- 
nections in all parts of the world, has an 
:pportunity to assemble facts and figures 
mn the world’s industrial status, second to 
none, 


Looking Ahead 


It is significant that the National City 
Co. about two years ago entered upon an 
era of expansion and-development along 
the broadest lines. This development was 
predicated upon the ending of the war 
ind the revival in business which it was 
expected to follow shortly thereafter. A 
stranger walking through the spacious 
offices of the company in the huge edifice 
at 55 Wall Street is at once struck with 
the bustle and activity displayed on every 
side. The National City Co. buzzes like 
a huge hive. Big business is in the air. 


Entering Period of Readjustment 


Asked by a representative of THE 
MAGAZINE OF WALL STREET to comment 
upon the business and financial prospects, 
Mr. Mitchell said: 

“We are now entering upon a period 
of readjustment. In my opinion, busi- 
ness will be ‘spotty’ for some time to 
come. I should say, however, that six 
months should suffice for the major part 
of the readjustment and that thereafter 


we may look for a period of great expan- 
sion and activity. 

We have been enjoying a good bond 
market—almost a runaway market, if 
one may apply that terms to bonds. It 
seems that bonds have gone up almost too 
fast, but I ISok for a continuation of a 
broad demand for high-grade bond issues 
and other sound investment securities. 


Bond Prices Holding 


“While the action of the bond market 
might seem to be almost speculative, we 
must consider what has gone before and 
also that people are looking forward to 
easier money, and therefore eventual 
prices making for lower yields than are 
now current. The significant thing about 
the bond market is that prices are hold- 
ing on the advance. We must also re- 
member that bonds, especially those of 
seasoned industrials, are now more 
heavily protected than ever before in his- 
tory and that the resultant margin of 
safety to the investor has greatly in- 
creased. 


Outlook in Other Securities 


“As to stocks the same observation ap- 
plies that I made in connection with busi- 
ness during the next six months, namely, 
that the market for stocks is likely to re- 
main ‘spotty.’ But there will be an 
excellent opportunity to differentiate. 
Those who use wise discrimination will 
undoubtedly be afforded the opportunity 
for satisfactory investment in stocks. It 
will be no time for uninformed persons, 
the stock buyer must be one who knows 
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exactly what he is doing and should have 
the soundest reasons for his actions.” 


Easier Money Rates to Come 

Mr. Mitchell said that the prospect was 
for easier money rates, but asked for his 
opinion as to how low rates would go, he 
replied that it Was impossible to hazard 
a guess, since the movement of money 
rates depends upon so many conditions 
which it is impossible to foresee in ad- 
vance. 


Commodity Prices Will Remain High 

“Commodity prices cannot come down 
immediately,” he observed, “for as long 
as Europe is dependent upon us for our 
1aw materials, foodstuffs, wool, cotton, 
eic., the cost of living is bound to remain 
high. 

“A danger will come in the existence 
of idle labor coupled with a high cost of 
living. I believe the Govegnment will 
take steps to prevent, as far as possible, 
such a situation. 


An Era of Great Prosperity 
“When the period of readjustment has 


been rounded out and the country feels 
itself on firm footing again, I look for a 


great era of prosperity, perhaps the 
greatest era this country has ever known. 
How long it may last, of course, no one 
can say, but it seems probable that it may 
extend over a period of years. Of 
course, the time may come when the 
world will have to pay fully for the de- 
struction brought about by this great war, 
but that time,” he remarked with a smile, 
“is apparently so far ahead that it need 
concern neither you nor me at the 
present.” 


Mr. Mitchell an Optimist 


“Then you are an optimist ?” the inter- 
viewer inquired. 

“Yes, 1 am an optimist,” replied the 
president of the National City Co. 

“Are you ever a pessimist?” 

“T don’t believe anyone ever got very 
far in America by being a pessimist,” Mr. 
Mitchell answered. “I think the glorious 
manner in which the American people 
rose to this war and the spirit and energy 
with which they carried’ their gigantic 
task to a successful conclusion is an an- 
swer for all time to the pessimists on the 
outlook for America, if there be any such 
in the land.” 








THE GOLDEN 


When the war is over the petroleum in- 
dustry, without a doubt, will.enter upon the 
greatest era in its history. The war has 
brought about the first step toward the 


motorization of the earth. The war has 
shown that gasoline and fuel oil are the 
two greatest agencies of power in the hands 
of man. 

The war has shown that an oil burning 
ship can outrun and outfight a coal burning 
ship. It has done it every time they have 
come to the test. There is no use mention- 
ing how gasoline has put men into the skies 
in this war. Every newspaper every day 
tells that story. 

There is no need discussing the fact that 
oil—motor-driven transports—saved Paris 
at the first battle of the Marne, saved Ver- 
dun, and licked the Germans in that great 
series of battles beginning at Chateau 
Thierry. The war has been won by the 
Allies on their better transport—due to oil. 


What Oil Means to World 


But this is not a discussion of war. It is 
intended to show just a bit of what petrol 
-eum is going to do after the war. America 
has amazed Europe. How America has 


AGE OF OIL 


staggered Europe by her gasoline transport 
methods will not be fully revealed until the 
war is ended. 

Then Europe, Asia, the tropics, the polar 
regions, the islands of the seas—all will 
want oil. Moreover they will want Ameri- 
can oil-driven machinery. They will de- 
mand tractors, motor trucks, motor plows, 
motor boats, motor everything. 


And American Ships on Seas 


American ships, for the first time in a 
half century, will be upon the seas by the 
thousand. Americans will man them. They 
will go everywhere. Australia is in the 
midst of a motor famine and the only reason 
in the world that this is so is lack of trans- 
portation. 

When the war is over the transportation 
will be released almost overnight. 

Judging as one who lives by the side of 
industry and sees the stream go by, about 
the only thing in the world that will beat 
owning motor stock in the next few years 
will be ownership of a few good block of 
stock in the real, sure enough, sound oil 
companies. 

—Lester B. Colby in Petroleum Age. 





LIBERTY BOND DEPARTMENT 


Which Liberty Loan Shall I Buy? 





By MEREDITH C. LAFFEY 





HE termination of the war 
involves many problems 
of readjustment, but it 
brings to a close a num- 
ber of most serious ques- 
tions, not the least of 
which is the matter of 

financing the greatest undertaking 
ever entered upon in any field of 
endeavor. Government borrowing, 
which reached its zenith in the gigan- 
tic Fourth Liberty Loan, with sub- 
scriptions of nearly $7,000,000,000, is 
probably not quite ended, however, ac- 
cording to Washington dispatches, 
which state that at least one more 
loan, for meeting the expenses in- 
volved in the transition from present 
conditions to those prevailing under a 
complete peace footing, is in prospect. 
Any such issue will scarcely be floated 
by means of the great popular support 
which characterized the earlier loans, 
but will doubtless carry some special 
appeal which, with its expected small- 
er amount, will cause it to be readily 
absorbed by institutions, and by larger 
investors, chiefly. 

Until the final loan has been placed, 
it is impossible to determine with en- 
tire definiteness which issue is best 
fitted to the requirements of the var- 
ious classes of investors, but a little 
study of the provisions of those bonds 
now outstanding will reveal some 
points which have important bearing 
on their desirability for different pur- 
poses. 


Tax Exemption 

The foremost factor to consider, and 
one which runs through the different 
issues in varying degree, is that of ex- 
emption from taxation. The First 
Loan 3%s, with their complete and 
permanent exemption from all taxes 
except estate and inheritance taxes, 
have always been regarded as a rich 


man’s investment, and the fact that 
they have maintained a price around 
par, when the 4s and 4%s were at a 
discount, shows that there has been a 
superior demand for them. Under the 
tax laws of last year, a man who had 
an income of about $100,000 or more 
solely from Liberty Bonds was better 
off as a holder of 3%s than he was with 
the 4s. When the 4%s appeared, the 
income had to be somewhat higher be- 
fore the 3%s became the preferable 
issue to own. The new law is as yet 
undecided, so that no one can tell just 
where the dividing line of advantage 
will come, but the present draft of the 
War Revenue Bill indicates that it 
will be somewhere around a $70,000 in- 
come, and it is probably safe to say 
that unless one’s income is in excess of 
this figure, he had better hold the 
4%s. Even though he were to suffer 
slightly thereby in 1919, a reduction in 
the income tax rates, which there is 
every reason to expect in succeeding 
years, will affect the value of this ex- 
emption in an indeterminate degree. 

Of course the situation is somewhat 
different where the income from Lib- 
erty Bonds is superimposed on a tax- 
able income from other sources, in 
which case the dividing line will be 
around $40,000 of taxable income. This 
will only apply, however, after the 
limited two-year exemption of the 
later loans discussed in a succeeding 
paragraph has been exhausted. 

The freedom from excess profits 
taxes embraced in the 3%s is of par- 
ticular value to the corporate investor, 
though this is an advantage of tempo- 
rary effect. 

The tax provision of the Fourth 
4%s carries with it a conditional ex- 
emption as applied to previous issues 
that makes them the one issue which 
the investor of moderate means should 


(163) 





BP mRemememeeee & 
164 


THE MAGAZINE OF WALL STREET 





retain above all others. In addition to 
its exemption from normal income tax, 
it carries an exemption from excess 
profits and surtaxes, until two years 
after the war, on an amount of bonds 
not to exceed $30,000 originally sub- 
scribed for. This provision further ex- 
empts the income from 4s and 4%s of 
the previous loans, including converted 
3%s, up to an amount of bonds not to 
exceed one and one-half times the 
amount of Fourth Loan 4%s originally 
subscribed for and retained. With the 
original $5,000 permanent exemption 
attached to the Second, Third and 
Foufth Loans, this makes a total of 
$110,000 which need pay no taxes for 
the next two years. 

One must not overlook the fact that 
none of this benefit can be derived, un- 
less he is an original holder of Fourth 
4%s. After the two years of grace ex- 
pires, the last three loans will be on 
practically the same plane as regards 
taxation, so that the foregoing is a 
temporary item of value, but one 
which is, none the less, well worth ob- 
taining. This is particularly true for 
the man whose income from his gov- 
ernment issues comes on top of a sub- 
stantial income from other sources, 
which would put him well up in the 
graduated list of super taxes. 

The First 3%s are convertible into 
any higher rate bond issued during the 
war, except loans of five years or less, 
up to six months after the issue of 
such loans. They are now the sole 
issue which carries a privilege of ex- 
change, and that now covers only the 
Fourth 4%s. As it expires April 24th, 
1919, the only likelihood of advantage 
embraced in this feature is the remote 
one that by that date the future trend 
of taxation will be sufficiently defined 
to permit one to judge whether he will 
be better off with non-taxable 3s, or 
with taxable 4%s. 

The Best Yield 

The best yield to maturity is offered 
by the Third 4%4s which, at about 98, 
give a return of 4.50%. The Fourth 
4%s are at the same price, where they 
appear, by the way, to be pegged, but, 


with their ten years longer maturity, 
they return 440%. This does not 
necessarily mean that the Third 4%s, 
with their higher return, are the best 
bonds to buy. If the rate for United 
States Government obligations is to 
return to anything like its pre-war 
level, and it seems most likely that it 
will at least move in that direction, 
all of the 4%s are going to premiums. 
The normal expectation, in that case, 
is that the bond having the latest ma- 
turity will sell at the highest price. 

This brings us to the First Converted 
4%s, due June 15, 1947, now about 
98.70, yielding 4.32%. The Third Loan 
4%s are least attractive from this 
standpoint, having only about ten 
years to run, while the Fourth Loan 
4%s have nearly twenty, and the 
Second Converted 4%4s have about 
twenty-four years. 

To put this phase of the question 
into concrete form, let us assume that 
at the maturity of the Third 4%s, gov- 
ernment funds are on a 3% or a 3Y%% 
basis. These bonds will presumably 
be paid off at par on that date, but the 
other 434s would be worth the follow- 
ing premiums, disregarding the op- 
tional payments, which might or might 
not be put into effect: 

3.0% 
Basis 
117 


3.5% 
Basis 
First Converted 4%4s. 1947 110 
Second Converted 4%s 1942 114 108 
Fourth Loan 4%s... 1938 111 106 
It may be argued that these prices 
are extreme, because the option of 
payment at an earlier date would 
check the rise of the longer bonds, but 
even if allowance be made for this, the 
First Converted 4%s clearly appear to 
advantage. 

It is wise to consider them all before 
buying. In conclusion, I may add 
that the investor who is seeking a 
good long time investment with plenty 
of opportunity for appreciation in 
value, should not overlook the Liber- 
ties. What he originally bought on 
patriotic impulse, he can now stow 
away, and add thereto, with every con- 
fidence of ultimately faring very well 
indeed. 
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June-December, 1917 .... 100.30 LIBERTY BOND PRICES 
January-Mar., 1918 








JAM FEB MAR APR MAY. AUG 


ugus 
September 
October 
Nov. to Nov. 14 


(Monthly High and Low) 
December, 1917 ......... 97.46 
January-March, DF esc 


ugus 
September 
October 
Nov. to Nov. 14 


SECOND 4s 
(Monthly High and Low) 
October-December, 1917.. 100.02 
| iecaee 1918.....- 97.98 
April J 


ugus 
September 
October 
Nov. to Nov. 14 


FIRST 4%s 
(Weekly High and ——_. 
7 /20-27.94.70 93.92 10/12... .97.64 
8/3-31..94.54 94.08 10/19... 98.48 
9/7.....95.10 94.46 =o . -97.56 
....96.76 95.02 11/2.....97.58 
....97.00 96.00 11/9.. 98.70 
...-96.10 95.68 to 11/14. 98.90 
..96.20 95.44 


SECOND 4%s 
(Weekly High and Low) 
7 /20-27.94.14 93.58 10/12....96.98 96.24 
8 /3-31. .94.24 5 10/19... :97.50 96.90 
9/7.....94.58 10/26....97.36 96.94 
... .98.00 . 11/2.....97.26 96.88 
.. . 96.04 11/9.....98.20 97.70 
... .95.84 to 11/14.98.14 97.76 
. 96.44 


THIRD 4%s 
(Weekly High and eo 

§/11-25.99.10 97.36 10/5. 96.90 95.54 
. .97.44 10/12. ..97.24 96.14 

. 96.46 10/19....97.50 96.90 

. .95.78 . 10/26....97.44 96.98 
...-95.80 .! 11/2.....97.44 96.80 
...-97.10 11/9.....98.34 97.76 
...-96.40 to 11/14.98.40 97.80 


. . 96.16 —— 
URTH 4%s i 
To 11/14 98.10 98.00 


BPmemememeeeeeee Bee ee ee ee ee 














Liberty Bond Inquiries 





First Converted 4%s 


Question: I notice the statement that there 
are now three kinds of Converted 4%s. As I 
understand it, bonds of the First and Second 
loans are convertible, but not of the Third. 
Why should there be three Converted 44s? 


Answer: There are two issues of First Gon- 
verted 4%4s, one dated May 9, 1918, and the 
other Oct. 24, 1918, but both have the same 
maturity (1947, redeemable on or after June 
15, 1932) and are otherwise identical so far 
as the bonds themselves are concerned. The 
only difference lies in their tax exemption 
privileges. The May 9th issue shares in the 
provision that an original buyer of the Fourth 
Loan is entitled to tax exemption on one and 
one-half times as much of the previous 4s and 
4%4s but not to exceed $45,000, so long as he 
still holds his Fourth Loan bonds, until two 
years after the war. Also, any holder of the 
4s or 4%s previous to the Fourth Loan is 
entitled to tax exemption on $5,000, which is 
additional to the above $45,000. 

But the issue of Oct. 24, in addition to being 
included in the above privileges, has a special 
tax exemption of $30,000 until two years after 
the war for original holders. 

The above exemptions refer, of course, to 
the supernormal income tax, excess profits and 
war profits taxes. All Liberty Bonds are ex- 
empt from the normal income tax, state and 
local taxes, and all are subject to estate and 
inheritance taxes. 

It will be noted that both the $45,000 and 
$30,000 special tax exemptions above men- 
tioned apply only to original buyers who con- 
tinue to hold their bonds. To second or sub- 
sequent buyers these two issues of First Con- 
verted 4%s will be identical, and there will 
therefore be no reason for separate quotations 
on them in the market. d 


Which is Best? 


Question: I shall have additional funds 
available soon which I wish to invest in Lib- 
erty Bonds. Which issue should I buy? My 
total holdings will still be less than $5,000, so 
that I shall come under the tax exemption 
privilege. 

Answer: We recommend that you buy the 
First Converted 4%s, since they have the 
greatest possibilities of an advance in price. 
This is because they have the longest term, or 
time to run. Their final maturity is June 15, 
1947, and they cannot be called for payment 
before 1932. Suppose, for example, the credit 
basis of U. S. bonds falls to 3%—that is, the 
Government could sell new bonds on a 3% 
interest rate. Evidently outstanding bonds, 
paying 4%4% interest, will then sell at a 
premium above par, because investors who 
want U. S. bonds on a 3% basis will buy the 
4%s up to a price which will make the yield 
to them 3%. And the longer they are going 
to get this 4%4% a year, the more they can 


afford to pay for the bonds. So the First 
Converted 4%s, having the longest term, should 
reach the highest premium. 


Government Support of Prices 


Question: What are the probabilities of the 
Government coming to the support of Liberty 
bond prices in case of a slump? 


Answer: The Secretary of the Treasury has 
authority to do this, but it does not look as 
though it would be necessary. A temporary 
discount of a few dollars below par should not 
disturb any holder. In view of the very large 
amounts of these bonds issued, it is entirely 
natural that a small part of them should not 
find a permanent resting place immediately. 
Accidents and unexpected occurrences compel 
a few holders to sell, and since the number of 
holders runs up into the millions, the total 
sales of the bonds amount to considerable. 
Since it is a certainty that the bonds will later 
on sell at a premium, the temporary discount 
is unimportant. 


Convertible Privileges 


_ The convertible privileges of the various 
issues of Liberty Bonds are easily classified. 

None of the 4%s, of which there are five 
classes (two being almost identical), are con- 
vertible into any future issue. 

_The original 3%4s are convertible into any 
higher rate bond issued during the war (ex- 
cept short-term loans, five years or less.) 

_ The Ist Converted 4s were convertible 
into 4%s up to November 9, 1918. 

The Second 4s were convertible into 4%4s 
until November 9, 1918. ‘ 

All holders of 3%s should convert up to 
$30,000, except those having very high in- 
come super taxes to pay. 


Effect of Peace 


f Question: Why did Liberty bonds decline 
immediately after the signing of the armistice? 


Answer: Many owners of Liberty bonds 
now wish to make other uses of their capital 
in preparation for peace business or peace 
conditions. While the war was in progress 
this was not the case. Also some who have 
really felt the necessity of turning their bonds 
into money, have been unwilling to do so be- 
cause they considered such action unpatriotic 
during the war. Now that peace is assured 
they feel more at liberty to sell their bonds. 
The tremendous amount of these bonds out- 
standing and the fact that they are so widely 
scattered among many small holders have the 
effect of making the action of their prices 
somewhat different from the rest of the bond 
market. But any downward movement of the 
price of Liberties must be temporary. There 
can be no question whatever that the credit of 
the United States will eventually carry the 
prices of all the Liberties well above par. 
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Letters From Liberty Bond Buyers 





Pittsburgh, Pa. 
Editor, “Tue Liserty Bonp Buyer”: 

I received from some source this morning a 
copy of your magazine, the “Liberty Bond 
Buyer.” In looking over this pamphlet, I read 
with some interest your article “Don’t Sell 
Your Liberty Bonds.” I do not know what 
practices have been resorted to in other cities, 
but have taken more or less of an interest 
here because of being interested in a move- 
ment to clean up fake promotion stocks which 
were being offered in very considerable quanti- 
ties through the medium of our daily papers 
a very few months ago. 

Judging from what I have seen first hand 
it would appear to me that there are two 
factions deeply interested in Liberty Bonds. 
The first is an army of Liberty Bond salesmen 
placing these securities at the date of their 
original issue. The second is an army of de- 
partment stores and small dealers using every 
effort within their legal ability to dislodge the 
bonds already sold. Some of these so-called 
“little fellows,” in some instances located in 
mill districts, in other instances occupying loca- 
tions in the proximity of a railroad station, go 
as far as to advertise that they will pay cash 
for Liberty Bonds. 

I am sufficiently familiar with a few of their 
transactions to state definitely that they buy 
the bonds in various ways and at various 
prices, turning around and re-selling them to 
legitimate brokers upon a commission basis. 
In other words the seller has paid two com- 
missions, the first being the largest amount 
possible to extract from him and the second 
commission of sufficient size to warrant at 
least the cost of the transaction. 

As respects the acceptance of Liberty Bonds 
as legal tender, the department stores under 
the guise of assisting the Government, an argu- 
ment which is not entirely plain, accept such 
securities for their merchandise and accounts. 
The question remains—is it the object of the 
Government to have the original holders retain 
their Liberty Bonds, or is it the Government's 
object to get the bonds once placed and let 
them take care of themselves? The experience 
I have had in financial matters would lead me 
to suppose that it is the better part of good 
judgment to have securities stay placed as far 
as possible. 

Following out the argument of department 
store procedure, it has been possible to make 
some small purchase of insignificant value, 
giving the Liberty Bond and receiving the 
change in cash. This and other practices re- 
sorted to on any considerable scale might 
bring to mind one of two questions. Who is 
to hold the basket? Or if the bonds are to be 
allowed to find their own level, is it a very 
happy thought to consider that any interests 
are working for their own profit with sufficient 
diligence to dislodge bonds, which must of 
necessity find their way into the market, and 
granting the quantities are sufficient, effect a 
lower level of prices. 


Has your magazine any record of a legiti- 
mate and stabilized commission basis set upon 
Liberty Bond trading by any Exchange in the 
country? Our local Exchange claims that it 
is not incumbent upon them to set a commis- 
sion basis, so. long as that is not done in the 
center of trading, New York. 

In writing this letter the thought is thor- 
oughly borne in mind that it would be a bad 
feature to make it difficult to dispose of Lib- 
erty Bonds, in the event of necessity, but it 
would appear to be equally harmful to virtually 
encourage the sale of these bonds in the open 
market by present holders through the medium 
of acceptance for large or small parcels of 
merchandise. 

Referring to the article in your magazine, 
it is unquestionably along the right lines. I 
believe, however, that it could be carried 
further and if I might take the liberty of 
respectfully making a suggestion, it would be 
that you make somewhat more thorough in- 
ae as to conditions under which Lib- 

ds are dealt in, and possibly endeavor 
upon a somewhat broader scale to remedy 
wrong practices by the institution of correct 
forms of dealing, as well as by the application 
of patriotism through correct publicity. 


Editor, “Tue Liserty Bonp Buyer”: 

If war made France a nation of savers and 
investors—war should make America the 
same. The first Liberty Loan was taken by 
from four to five millions of people, the Sec- 
ond by some nine millions, and the Third by 
about seventeen millions. This shows that our 
number of bondholders or investors is increas- 
ing by leaps and bounds. Not only this but our 
potential investing power has only 
scratched, as compared with the other bel- 
ligerents. 

For instance, the figures for 1917 debt was 
$7,000,000,000, which is only 3.04% of our esti- 
mated wealth, as against 27.9% for England, 
32.25% for France, and 34.2% for Germany. 
Or again the 1917 debt is only 17.5% of our 
estimated yearly income of $40,000,000,000, 
while England’s debt is 192%, France 333.34%, 
and Germany 236.27%. 

But this showing as to our subscriptions to 
the Liberty Loans, while good, does not begin 
to compare with the earlier records of the 
French people. 

Our First Loan called for $2,000,000,000 and 
we subscribed for $3,035,226,000; the Second 
called for $3,000,000,000 and we subscribed for 

617,532,000, and the Third called for 

, and we subscribed $4,170,- 
019,000 


Now for some French records: In 1872 the 
French Government offered a loan of 3,500,- 
000,000 francs, the subscriptions amounted to 
43,816,096,551 francs. This after losing Alsace- 
Lorraine—in 1870-71—with 1,600,000 people— 
two fertile provinces of great economic im- 
portance and value. And on top of this a war 
indemnity of $1,000,000,000 raised within its 


,000, 
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own confines and by its own inhabitants. Again 
in 1891 a loan of 939,480,000 francs brought 
subscriptions amounting to 16,000,000; 
francs. 

The French are better savers than we are. 
For instance, with a population of 39,600, 
in 1913, there were 14,578,897 depositors in the 
postal and private savings banks. On June 
30, 1915, the United States had only 11,811,169 
depositors out of 101,740,000, showing 40% for 
France and 11% for the United States. I do 
not state these figures as a slur on our people, 
but only to shame us into doing better—par- 
ticularly now when the world freedom is at 
stake. 

If this war does these things, its appalling 
loss of lives, its horrors and sufferings, will 
not have been in vain, but a blessing in dis- 
guise—horrible as it is. To my mind, these 
three things are turning us into a nation of 
savers—not misers, but thrifty people; givi 
us a disciplined people, which the military 
training our men of military age are receiving, 
and unifying us into a real patriotic nation. 





Liberty Bond Dictionary 


The war will cause many to save, and once 
they have started and are educated to saving, 
it will not be a difficult task to keep them doing 
so. Then again, efforts to cultivate, if not en- 
force, economy in the people of this country 
will help to make savers, and eventually in- 
vestors. Most writers agree that we are a 
wasteful and spendthrift nation, and if we are 
to endure as a nation we must mend our 


ways. 

When this war comes to an end this coun- 
try, because of its great financial, industrial, 
agricultural, and mineral resources, and the 
people’s natural business ability, will have its 
great opportunity to become the greatest of 
world powers. But we must lay a secure 
foundation, and the education of the people to 
saving and investing is the cornerstone of the 
structure. Again, when the war is over prac- 
tically every other nation will need financial 
assistance. Being the richest in natural 
resources, if not in money and very nearly all 
other nations being our debtors, our position 
will indeed be commanding. 





(Cc ontinued from Oct. 26th Issue.) 


Holder—Usually means owner. In law, 
“holder in due course” is one, not the 
original holder, but who obtained posses- 
sion in a legal way and in good faith. He 
holds free from any defect of title of prior 
parties. 

Income—As applied to bonds, the amount 
of interest received yearly by the holder. 
The word also covers dividends from 
stocks, salaries, business profits, etc. The 
income from a bond differs from the 
“yield,” which includes not only the annual 
income but also the present worth of the 
profit or loss which will result from the 
payment of the bond at par at maturity. 


Income Bend—A bond on which interest 
is payable out of the company’s income if 
earned; otherwise the company is under no 
obligation to pay the interest. Interest on 
such a bond may be cumulative or non- 
cumulative—it is important to note which. 
Governments and municipalities never issue 
bonds of this kind. 


Indorsement—The signature of the holder 
written on the back of a note, check, bond, 
or stock certificate. Sometimes the payee 
(person to whom payable) is designated; if 
not, the signature constitutes an “indorse- 
ment in blank”—that is, the name of the 
payee is left blank so that any holder can 
fill in his own name. This makes the in- 
strument payable to bearer, since any bearer 
can fill it in. The signature should exactly 
correspond with the name as shown on the 
face of the instrument. 


Indorsed Bonds—Bonds which have some 
memremrmrmmrmreee me 


indorsement or notation on them not per- 
taining to them as a security. This may 
interfere with their salability. Notes or se- 
curities of any kind should not be defaced 
or added to in any way. 

Interchangeable Bonds—Are changeable 
from coupon to registered form, or vice 
versa, at the request of the holder. 

Interest—Payment for the use of money 
in proportion to time used. 

Interest Date—The date when interest on 
a bond is payable. First Liberties, convert- 
ed or not, June 15 and Dec. 15; Second, 
May 15 and Nov. 15; Third, Sept. 15 and 
March 15; Fourth, April 15 and Oct. 15. 

Internal Loan—A government loan which 
is sold to investors within the country. 
Contrasted with an external loan, which is 
one sold to foreigners. _The external loan 
usually has first claim on a government's 
receipts, since non-payment of the interest 
would be likely to cause complications and 
disputes with foreign nations. 


Instalment—A part payment, remainder 


being payable at stated intervals. 


Investor—A buyer of income-producing 
property, or of property which he believes 
will become income-producing, whose prin- 
cipal object in the purchase is the income 
to be received. An “investor for profit” is, 
strictly speaking, an investor who hopes 
also for a profit from a rise in price. Such 
a profit will undoubtedly be obtained by 
holders of Liberty Bonds. The term in- 
vestor is loosely used to mean any buyer of 
securities. 





MONEY-BANKING-BUSINESS 
Opportunity’s Forelock in Foreign Trade 


A Practical and Definite Suggestion—What England is 
Doing—What American Business Men Can and 
~ Should Do—A Moment of- Opportunity 
Which Must Not Be Lost 





By ORIN DeMOTTE WALKER 





{In this very stimulating and suggestive article Mr. Walker, who has an intimate 


knowledge of American trade in the Far 


East, makes a definite recommendation for 


immediate action on the part of business leaders to hold our present advantage in forei 
commerce. The present is a crucial moment and to save the situation we must ACT, 


not drift—Editor.] 


HE War has placed us, as a na- 

tion, in a unique position, in that 

we lead the world today in both 

= foreign trade and world finance. 

Whether or not we shall be able to re- 

tain this leadership depends entirely upon 

our ability to grasp the situation, which 

is international in scope, and to solve the 

problems connected with the maintenance 
of our momentary advantage. 

The time has now come when quick 
concerted action on the part of American 
business is absolutely essential; delay is 
going to lose to us our great opportunity. 
If we fail to maintain the position which 
we now hold in the world’s commerce by 
grace of the war, it will take us years to 
re-establish ourselves in the markets 
which are now open to us and where our 
merchandise has forced an introduction. 

~~~ What England is Doing 

Nearly three years ago Lord Balfour 
was appointed Chairman of a Committee 
com: of the leading business men of 
England, representing nearly every line 
of business activity, to investigate and 
determine what would be necessary to 
re-establish England’s industries upon a 
sound financial peace footing. Great 
Britain appreciated the seriousness of 
the situation and the necessity for co- 
operation on the part of the Government 
in this financial and industrial rehabili- 
tation. She realized that the problem of 
peace was much more intricate and di- 


versified than the single proposition of 
making war. 

As the investigations were completed 
and the reports filed, it became apparent 
that the Government must not only lend 
a supporting hand but must assume 
guidance and command of national re- 
construction. To this end, over a year 
ago, the government created a new min- 
istry known as the Ministry of Recon- 
struction. This ministry has inventoried 
and catalogued the entire resources of the 
United Kingdom ; knows just what legal 
steps will be advisable to safeguard the 
interests of each industry; knows the 
quantity of raw materials needed and 
when they will be required and has 
worked out the transportation problems 
connected with its delivery; has made a 
financial survey of industries and has 
ascertained the amount of additional cap- 
ital the Government must advance in or- 
der that the plants shall reach the highest 
point of productivity. 

Nor has England overlooked the field 
of foreign trade; for we find organized 
and under Government supervision an 
Overseas Trade Department. Through 
this department she has secured full and 
complete information concerning the 
markets of the world. In the United 
Kingdom and the Far East she has asked 
for and doubtless secured a list of all 
non- ish companies which are rep- 
resented by Britishers, including cata- 
logues and price lists, as a preliminary 
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step to making the world market as well 
as meeting competition. She has organ- 
ized a special Foreign Credit Bank whose 
activities will be devoted exclusively to 
the effort of regaining the markets lost 
during the war and making new trade 
conquests. She has encouraged and di- 
rected the amalgamation of her indus- 
tries and countenanced and assisted in 
the combination of her leading banks in 
order to strengthen her industrial and 
financial power to successfully carry on 
her international trade at the close of 
the war, That Great Britain’s plans 
are not theoretical is evidenced by the 
fact that, just recently, one of her com- 
missions has placed large orders for raw 
materials in this country, to be delivered 
when peace comes. 

Another of our Allies has organized a 
gigantic import and export company, 
which is to act primarily as a holding and 
financing concern for the benefit of the 
overseas merchants of that nation. This 
company will, in a large measure, direct 
the overseas activities of foreign trading 
companies, eliminate competing lines as 
far as possible, and furnish credit and 
financial support for foreign trade. 


A Striking Contrast 


Contrast with this the restraints and 
obstructions which our government has 
placed in the way of the American busi- 
ness man attempting to do foreign busi- 
ness, We have placed embargoes upon 
the importation of articles which were 
needed in the prosecution of the war. 
Through a leak somewhere, the Japanese 
were in possession of information of the 
coming embargo several weeks before 
American merchants knew of it and con- 
sequently contracted for all the available 
cargo space for their merchandise be- 
fore the embargo took effect, thus com- 
pletely shutting out the American mer- 
chant. The delay, caused by congestion 
in the War Trade Board, in securing im- 
port and export licenses has caused the 
loss of thousands of dollars to American 
business, and, to cap the climax, the 
Federal Reserve Bank has just issued a 
ruling that forbids the opening of Let- 
ters of Credit or the transfer of funds 
for the purchase of goods to be stored in 


warehouse. In other words we must not 
buy raw materials when the price is 
favorable or be prepared for future or- 
ders of finished products; nor can we 
buy for foreign shipment until cargo 
space has been contracted for in advance. 
A literal interpretation means the placing 
of international business on a hand to 
mouth basis. 

Should the United States Government, 
appreciating the necessity and value of 
our Foreign Trade, adopt the plan and 
policy of the British Government or one 
of similar import, and furnish leadership 
of such a type and character as to com- 
mand the respect of American business, 
there is no doubt that the movement 
would secure the hearty approval of 
American business and its active and un- 
qualified support. There is now a De- 
partment of our Government which, un- 
der constructive leadership and given 
adequate power and freedom, could be 
made an active dynamic force for the up- 
building of our foreign trade. 


Essentials for Foreign Trade 


For the development of foreign trade 
the following may be safely premised as 
essential. We must have merchants pos- 
sessing vision to see the markets of the 
world, the courage to cultivate and ex- 
ploit them, and capital or credit to finance 
their undertakings. We must have a 
merchant marine with which to trans- 
port our merchandise. We must have 
banks and financial institutions, both at 
home and abroad, to finance and co- 
operate with our merchants, and we must 
have the unlimited support of the Gov- 
ernment to protect our interests where 
ever they may be. 

We have merchants of the type re- 
quired, not as many as we should have, 
but the number is constantly increasing ; 
American business men are slowly 
awakening from their lethargic sleep of 
self-sufficiency to a realization that a 
continuation of our big foreign trade 
built up by the war will not only con- 
tinue their profits but will assist in the 
solution of our labor problem in peace. 

Our merchant marine, to be efficient, 
must be so directed that it will serve 
American interests. Our vessels should 
carry the major part of our trade and 
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American business should be favored 
with preferential and priority rights as 
to cargo space and freight rates. 

American banking is just beginning to 
see the foreign field and within the last 
few years several new banks have been 
organized to engage in international 
banking and to establish branches abroad. 
I think it can be safely said that the 
American banks which are doing busi- 
ness abroad are not doing commercial 
banking, but are limiting their business 
to exchange and making their profits in 
buying and selling dollars. Banks of 
this character are absolutely no value to 
American trade nor do they represent 
American interests. For example, the 
following paragraph which appeared in 
“Millard’s Review,” an American weekly 
newspaper published in Shanghai, on 
February 16, 1918: 

“At the present time the only Ameri- 
can banking institution of any character, 
reliability or responsibility represented in 
China is the International Banking Cor- 
poration, which is owned and controlled 
by the National City Bank of New York, 
the largest bank in America and one of 
the largest in the world. Although this 
bank has been represented in the chief 
ports of China for some time, it has done 
practically nothing to develop a banking 
business in China, its activities being only 
in exchange business. This has so re- 
acted against American banking interests 
in China that many American firms re- 
fuse to do business with the International 
Banking Corporation, and it is practically 
safe to say that no Chinese business man 
would ever think of applying to any of 
the ‘branches of this bank, as now con- 
ducted, for a commercial loan. The 
writer is not familiar with all of the 
brarithes of this bank in China, but he 
does''know that the average Chinese in 
Shanghai, the chief commercial port of 
China, would consider the International 
Bank at that place the last possible place 
to go for financial assistance, regardless 
of his knowledge that it is a part of the 


largest financial institution in America.”’ 


American foreign trade must have 
American banks in the field which will 
do commercial business, which will 
finance the American merchant, which 


will give him the credit to which he is 
entitled. The disadvantage of doing busi- 
ness with foreign bankers lies in the fact 
that American business is required to 
pass a financial and trade censorship 
which, to say the least, is antagonistic to 
American trade interests. The foreign 
banker knows that if accommodation and 
credit is refused the American merchant, 
the business will of necessity go to others 
and the probability is that one of his own 
countrymen will be put in line for it. 

At present we have no national trade 
program or policy. It has been catch as 
catch can, everybody for himself and woe 
to the hindmost. 


Congress Must Act 


Our Government, through Congress, 
must be brought to face the problem 
of nationalized international commerce. 
Congress must be compelled to see its 
necessity and forced to realize its value. 
Our international commerce cannot be 
fully developed or maintained without 
constructive legislation and active gov- 
ernmental support and protection. 

The problem of international com- 
merce is not a detached proposition, but 
affects vitally our imminent problem of 
industrial reconstruction. A continuance 
of our present volume of foreign trade 
would mean the steady employment of 
thousands of laborers, and our failure to 
attack and solve this problem at this time 
will certainly bring injurious results. In 
view of the fact that our large over- 
seas trade for the past few years has been 
almost entirely limited to war materials 
and food products, the necessity of Gov- 
ernment action looking to the reorganiza- 
tion of our industries and the manufac- 
turing of articles necessary for world re- 
habilitation is obvious. 

Constructive legislation on the part of 
Congress will embrace the adoption of a 
national foreign trade policy; the re- 
moval from our statute books of laws 
which restrain export business and the 
development of our ‘merchant marine, 
and the passage of such legislation as will 
act as a stimulus to American merchants 
to enter foreign markets. 

By Government protection we mean 
that all American merchants who are do- 
ing international business are primarily 





NN, ————————————————————————————eee 


172 


THE MAGAZINE OF WALL STREET 





American citizens, and as such are en- 
titled to the degree of respect and pro- 
tection which we should give to our dip- 
lomatic representatives. The State De- 
partment must sustain and protect the 
rights of American merchants wherever 
they may be, and demand and secure for 
these merchants all the rights and privi- 
leges which are their due, by virtue of 
international treaty obligations. 

A survey of American companies do- 
ing business abroad will reveal a very 
startling condition. Very few American 
companies maintain branch offices, and 
their agencies are seldom, if ever, in the 
hands of American representatives. 
American companies in China have 
found their business increased three and 
fourfold per annum after they have sub- 
stituted American managers for the non- 
Americans. It is easy to see what the 
business of an American bank would be 
under American management, when our 
trade with China alone amounts to $150,- 
000,000 per year. 

Foreign Trade Association Needed 

But business men cannot afford to wait 


for Government and political leadership. 
The Webb Act permits of organization 


for foreign trade. There are several 
mercantile and shipping export organiza- 
tions and a few American banks inter- 
ested in these organizations. There is an 
abundance of data available for refer- 
ence, as well as facts derived from actual 
experiences in foreign trading for guid- 
ance. Why cannot American business 
coordinate its foreign trade operations 
and organize a corporation similar to the 
British Overseas Trade Department? 
Such an orgariization (the membership 
of which should be limited to men of 
actual foreign trade experience) could 
outline and develop a plan or policy and 
submit it to the Government, which 
would embrace all of our industries es- 
sential in maintaining our present foreign 
trade position. It could also suggest the 
method or basis of an agreement with the 
Government for support and cooperation 
until it could bring about either the crea- 
tion of a new commission similar to the 
Interstate Commerce Commission or a 
reorganization of an existing department 
to make it effective. 


Let us not be lulled back into our ante- 
war smug complacency and self-suffi- 
ciency by the trade pacifists who say 
there will be “no trade war after the 
war.” Who can gainsay that Great Brit- 
ain’s position in world commerce and 
finance is due to the upbuilding of her 
foreign trade? Is it reasonable to sup- 
pose that she will forego her leadership 
without a struggle? Her known plans 
for national reconstruction will not sus- 
tain the supposition. She has gone far- 
ther, for she has measured the socialistic 
trend of labor, and her plans provide for 
its redistribution and employment, know- 
ing that the nation which first settles its 
labor problem after the war is going to 
have the advantage in the race for the 
world’s trade. 

Foreign trade must be accorded a 
prominent place in our plans for recon- 
struction because of its value in the crea- 
tion of national wealth. 

Congress must remove all restrictions 
which retard the development of our for- 
eign business. Our merchant marine, 
now built and building, must be retained 
under American register. Our Seaman's 
Act must permit the economical opera- 
tion of our vessels. 

American merchants doing foreign 
business should combine and cooperate 
along broad and comprehensive lines. 
Agents, representatives and branch man- 
agers of American business operating 
abroad must be represented by Ameri- 
cans of the 100% variety. 

American banks must be éstablishéed in 
all parts of the world to cooperate With 
American business and to nt 
American interests, and these thust 
be managed by Americans who fégard 
their services as bankers oy p an 
obligation to their pened | the 
light of a patriotic duty, and whd Will be 
eager to assist and cooperate in the de- 
velopment of all legititfiate American 
business. 

When American busihess has done its 
part, and Americanized its foreign busi- 
ness and finance, it can then demand 
and secure the support and protection 
of the United States Government, 
which it needs, 





Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





B. M. Baruch 
Sees Great Future 


In an informal conversation with the 
Washington newspaper men, in which 
nothing was “off the record,” Mr. 
Baruch, chairman of the War Industries 
Board, happy in the victorious termina- 
tion of the war, largely, as he saw it, 
through the magnificent spirit of Ameri- 
can business in standing by the Govern- 
ment at any sacrifice, would scarcely ad- 
mit that there would be even a tem- 
porary period of disarticulation and sus- 
pension of business. 


He saw oceans of new business looming 
up to fill the void of war business, and he 
saw factories with their furnaces hot from 
the war job turning with renewed energy 
to the big requirements of the peace job. 

Millions of men would be returning to 
seek their old jobs, and other millions 
might be shifted from one position to an- 
other, but with a world’s business, dammed 
up for four years, seeking to drive through 
the just opened spillways, Mr. Baruch could 
see nothing but prosperity ahead. 

He cited the demand for two of the major 
metals, copper and steel. All the nations— 
enemy, neutral and ally—want all they can 
get. Nowhere else can they get them but 
in the United States. All the world is scant- 
ily clothed. It must come to America to be 
clothed. All the world is hungry. In large 
measure America can and will supply the 
food. America has stinted and economized 
and “got along” itself. Now it wants to 
stretch and expand and make up for lost 
time. 


Jacob Schiff on 
Our War Debt 


In response to a request by The New 
York Times for a banker’s opinion on 
effective and economical measures for re- 
tiring the nation’s war debt, Jacob H. 
Schiff said: 

“Assuming that an issue of $10,000,000,- 
000 additional Government bonds proves 
necessary for the liquidation of the war and 
for further advances to some of the Allies, 
and needs for reconstruction purposes, there 
will be outstanding nearly ,000,000,000 of 
the war bonds when a program for retiring 
the various issues is put into operation. 
Figuring upon a final total of the allied in- 
debtedness to us as from $7,000,000,000 to 
$10,000,000,000, and deducting this self- 


liquidating debt of, say, about $7,000,000,000, 
there would remain some $20,000,000,000 to 
be finally retired through taxation. 

“The suggestion that has already been 
variously made for the establishment of a 
sinking fund of 5 per cent of outstanding 
war bonds appears to me to involve too 
heavy a burden upon industry and the in- 
comes of the people, at least during the first 
few years after peace comes. I believe that 
some sort of sinking fund should be insti- 
tuted. There is no reason why this should 
eventually not be done, although a sinking 
fund for so vast an amount of bonds must 
be handled in a way which would not in- 
crease taxation unduly in the years when 





HOW WILL HE USE IT? 





the nation is readjusting itself to peace con- 
ditions. 

“A sinking fund of 5 per cent would re- 
tire the estimated $20,000,000,000 in twenty 
years. The annual reservation for this 
would amount to $1,000,000,000. In view of 
the fact, however, that the ordinary expen- 
diture of the Government before the war 
was about $1,000,000,000 per year, and will 
probably be considerably higher for some 
time after the war, an effort to maintain so 
large a sinking fund would, perforce, neces- 
sitate a wide use of taxing power of the 
Government, and in this lies danger of ad- 
versely affecting business. It must be re- 
membered that in addition to the usual 
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Government expenditures there will be the 
interest on the bonds, amounting in the 
earlier years to approximately $800,000,000 
per year, and besides this the as yet un- 
known factor of insurance payments for 
soldiers and their families needs to be con- 
sidered.” 


“Big Problems Con- 
front Us.”—E. H. Gary 
In a recent statement in reference to 
events ahead, E. H. Gary, chairman of 
the Board of Directors of the U. S. Steel 
Corporation, said: 


“We are now confronted with innumer- 
able problems of magnitude. 
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Fin. Amer. 
WHAT’S THE PRICE OF, PEACE? 





“It is probable that after the declaration 
of peace, when it becomes evident that pur- 
chases or deliverics for military purposes 
are reduced in volume, there will be more 
or less interruption in the conduct of gen- 
eral business. Therefore, it is imperative 
that we exercise prudence, deliberation and 
courage. It is easy to precipitate a feeling 
of demoralization, and no more difficult to 
develop a sentiment of confidence and 
serenity. 

“There will be a normal and certain 
volume of business. This would not be in- 
creased by unreasonable or unfair means. 
There will remain the usual revenues, 
methods, and opportunities for securing and 
transacting business with old customers and 
acquaintances. Any spasmodic effort to di- 


There can be no panic. 


vert or interfere with the natural progress, 
or to secure more than a proper share, will, 
as a total net result, impede rather than 
accelerate prosperity. We must all trim 
our sails in accordance with the drift and 
amount of business.” 


“Better Times 
Coming”—F. D. Underwood 


F. D. Underwood, president of the 
Erie Railroad, says he can read nothing 
in the signs for the future but continued 
prosperity for wage earners and business 
of all classes. 

The optimistic prediction summarized 
answers to a series of questions put by a 
representative of the New York Ameri 
can on the probable effect of suddenly 
shifting the industries back to the peace 
basis. Mr. Underwood said: 


“The Government is splendidly equipped 
to keep business on an even keel. The 
Federal Reserve Banking System has be- 
come the fifth wheel of our business insti- 
tions. Through this agency, small banks 
throughout the country can get money to 
keep going every factory which has an ex- 
cuse for existence. It makes improbable, 
if not impossible, anything like a money 
panic such as blighted business on several 
occasions in the past. 

“Then there is the Rural Credits System, 
by which the farmérs can get money to 
plant and raise crops through farm loan 
banks. 

“We also have a Tariff Commission stand- 
ing as a sentinel over our foreign com- 
merce. This body, I understand, has kept 
abreast of conditions in Europe and will be 
prepared to make recommendations should 
new tariff legislation be needed.” 

“How about employment for the 2,000,000 
soldiers when they are returned to peaceful 
pursuits?” 

The question provoked a broad smile 
from the big railroad employer. He said: 

“By the time those boys get home, it is 
my opinion there will be a world-wide de- 
mand for our manufactures that will be 
limited only by the amount of help we can 
find to produce the goods.” 


“Can Be No 
Panic”—J. O. Armour 


J. Ogden Armour says: 


“America’s recuperative power is un- 
paralleled and her world status now is com- 
manding. Hard work will pull Europe 
through in time. The important thing to 
consider is that every country has stopped 
spending on war. Money will be easier. 
Producers of fun- 
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damentals are assured for one year at least 
of ready or eager markets. All grain, cat- 
tle and fowl our farmers can raise will be 
readily taken at excellent prices. I don’t 
look for changes in farm prices within the 
next twelve months. Export demand for 
food promises to increase. We cannot 
abandon to want the people we rescued 
from oppression. Transition from war to 
peace basis in other lines will be gradual 
and not painfully disturbing, although build- 
ing operations may be slower than general- 
ly expected.” 


Ship Plan to 
Go on, Says Schwab 


Charles M. Schwab, America’s master 
shipbuilder, announces that the end of 
the world war will not interrupt the ship- 
building programme of the United States, 
and that 13,000,000 tons of shipping al- 
ready contracted for by the Government 
through the Emergency Fleet Corpora- 
tion will be constructed and set afloat as 
rapidly as the shipyards can do the job. 
He spoke at a dinner given in his honor 
by the Society of Arts and Sciences in 
the Waldorf-Astoria Hotel. 

Deliveries in October, Mr. Schwab said. 
amounted to 416,000 tons, or forty 10,000 
ton ships. This record probably will be 
surpassed by the November output, which 
he expects will approach 500,000 tons. The 
contracts for the 13,000,000 tons of ships 
were not subject to cancellation and the 
Government has no intention of seeking to 
have them cancelled. 

“Since the United States went into the 
war,” Mr. Schwab said, “the Bethlehem 
company has delivered to the United States 
Navy more than half of its entire require- 
ment in destroyers, submarines, etc. In 
other words, it has furnished as much ship- 
ping for the navy as all the shipyards and 
combined shipbuilding interests in the 
United States together. 

“Notwithstanding the fact that the Beth- 
lehem yards were largely employed on 
navy work, they have furnished to date one- 
fourth of all the merchant ships supplied to 
the Emergency Fleet Corporation and they 
now have under contract and construction 
approximately 200 vessels, which they will 
complete by the middle of next year.” 


Russia Big 
Steel Buyer? 

Herbert Du Puy, chairman of the 
Board of Directors of the Crucible Steel 
Company, reported at the annual meet- 
ing of stockholders that the management 


is already getting down to the readjust- 
ment of the plants to normal business. 

_ He said that all the facilities which were 
increased due to the war were so con- 
structed as to permit the resumption of 
commercial business at the least cost. 

He told the company’s shareholders that 
he considered Russia as its best field for 
new foreign business. “We had to get out 
of that country,” he added, “but we are 
going to get back and push our trade more 
vigorously. Consumption of steel in Russia 
is going to be very large.” Mr. Du Puy said 
he expected no business from Germany. 


Entering an 
Age of Oil 
One of the several astonishing devel- 
opments which have been caused by the 
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N. Y. Tribune 
NOW ALL SHE HAS TO DO IS TO WASH THE 
DISHES, FEED AND QUIET THE CHILDREN, 
STRAIGHTEN UP THE HOUSE AND PAY THE 
BILL. 





war has been the demonstration that the 
world is now entering upon what is some- 
times spoken of as the oil age, says the 
Washington Herald. One evidence of 
the enormity of this industry is to be 
found in the fact that the United States 
is now producing yearly nearly 350,000,- 
000 barrels of oil. A few years ago that 
would have been sufficient greatly to 
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overstock the market and to create a sur- 
plus which no demand could possibly 
greatly reduce. 


Today we are told that although the 
United States is producing nearly 350,000,- 
000 barrels of oil a year, nevertheless this 
falls far short of the world demand for oil. 
It is only a generation ago, or perhaps a 
little more, when oil was produced and 
marketed chiefly for the purpose of provid- 
ing illuminants. But the chemists and other 
men of science demonstrated how it was 
possible to procure the lighter spirits, the 
very highly refined oil, and also to secure 
many by-products that had great com- 
mercial value. The best judges say that the 
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N. Y. Tribune 
MAYBE THIS WILL TAKE THE TASTE FOR 
WAR OUT OF HIS MOUTH. 





chemists have not as yet exhausted the field 
for the development of by-products of oil. 


But if we are to have an oil-burning mer- 
chafit marine it will require at least six 
hundred million barrels of oil a year. The 
entire oil output of the world now is not 

than five hundred million barrels. 
Gradually the managers of industrial plants 
making use of fuel oil in place of coal. 

t is stated that one industrial plant in the 
t which employed sixty-three men in 
handling coal, including firemen, found it- 
self able tb make highly satisfactory use of 


ite plant with only seven men after 
fuel of) Wao substituted for coal. 


Getting on 
a Peace Basis 


Rapid steps to shut down the war 
machine and turn the nation back to 
a peace basis were taken by officials 
at Washington, following signing of 
the armistice. 


Munition and other huge contracts are to 
be shut off. Chairman Baruch of the War 
Industries Board, in a public announce- 
ment, called attention to the fact that ad- 
ministrative machinery to accomplish this 
end was already in motion. 

Overtime and Sunday work in all of the 
shipyards of the country was halted under 
orders issued by Chairman Hurley of the 
Shipping Board. 

Ships taken from commerce on the Pa- 
cific and in the South American trade, but 
a few days ago, were turned back. 

Ships hauling raw materials for the war 
program already have received orders that 
will convert them to the commerce of 
peace. 

Shipment of munition stores to France 
was abruptly halted. 

Orders are going out reconverting indus- 
trial plants from the war to a peace pro- 
gram. Salesmen already are out for some 
of the concerns soliciting orders for do- 
mestic peace production. 

Despite this rapid movement officials on 
every hand are confident that the transition 
will be made as easily and with less dis- 
turbance to economic conditions through- 
out the country than was occasioned by 
war conversion. Statements to this effect 
are soberly made, in the face of this na- 
tion’s historic achievement in creating a 
great military machine almost over night 
with little disturbance to the economic 
structure. 

Women in industry are to remain. They 
are trained and highly efficient, and accord- 
ing to the testimony of more than one war 
board chief, have permanently won their 
places. 

With production sustained in all of the 
industries, and demands for manufactures 
and American raw materials certain, officials 
point out that peace and demobilization will 
not bring an oversupply of labor. 

Transportation demands and those com- 
ing from industry that, was curtailed will 
more than care for the labor freed by de- 
mobilization, it is believed. As a conse- 
quence labor shortage will be prolonged, 
wages will be sustained and readjustment 
will come slowly. 

Chairman Hurley of the Shipping Board 
stated today that the shipping and ship- 
yard needs alone will more than take up 
any slack in the labor situation in the coun- 
try and will offset the employment of 
women. 








IMPORTANT FORTHCOMING FINANCIAL EVENTS’ 





Nov. 23 
Railway Steel Springs dividend meeting. 
Nov. 25 
Germany must surrender all of its sub- 
marines. 


Nov. 27 
Baldwin Locomotive dividend meeting. 


Nov. 29 
Atlantic, Gulf 
meeting. 
Dec. 1 
Beer making stops in the United States. 
United States Rubbe2r collateral trust $10,- 
538,000 ; General Rubber $9,000,000 deben- 
tures and Morgan & Wright $3,268,000 
debentures mature. 
Dec. 2 
American Car & Foundry dividend meeting. 
Pennsylvania postponed special mecting. 
Utah Copper dividend meeting. 
Dec. 3 
Kennecott dividend meeting. 


Dec. 4 
Lehigh Valley dividend meeting. 
Mexican Petroleum dividend meeting. 
Dec. § 
American Cotton Oil annual meeting. 
American Steel Foundries dividend meeting. 
Dec. 6 
American Beet Sugar dividend meeting. 
American Locomotive dividend meeting. 
Chicago, Rock Island & Pacific adjourned 
annual meeting. 
Dec. 7 
British general election expected. 
Prohibition State Transportation hearing in 
U. S. Supreme Court. 
Dec. 9 
American Can dividend meeting. 
Great Northern dividend meeting. 


& West Indies dividend 


Dec. 10 
General Motors annual meeting. 


Dec. ll 

Cotton report by Government. 

Monthly Government grain report. 

New York Central dividend meeting. 

United Fruit annual meeting. 

Western Union dividend meeting. 
Dec. 17 

American Tel. & Tel. dividend meeting. 
Dec. 16 

Texas Co, annual meeting. 

Chicago & Alton postponed annual meeting. 
Dec. 18 

Reading dividend meeting. 
Dec. 19 

20% installment due on Liberty Loan. 
Dec. 24 

Anatonda dividend meeting. 

Central Leather dividend meeting. 

Westinghouse Electric dividend meeting. 
Dec. 26 

Delaware, Lackawanna, & Western dividend 


meeting. 

Inspiration Copper dividend meeting. 
Dec. Hi 

General Motors dividend meeting. 
Jan. 1, 1919 

26c copper price agreement expires. 
Jan. 16° 

20% installment due on Liberty Loan. 
Jan. 30 

30% installment due on Liberty Loan. 
Mar. 4 

Republican Congress takes charge. 
Apr. 1 

French Republic 544% $100,000,000 bonds 


mature. 
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698,000 228 


50 stocks 
Rails High Low 
89.71 76.69 75.65 
ELECTION DAY 
90.57 77.38 76.45 
92.73 79.45 76.74 
92.45 79.29 77.91 
92.91 79.35 78.59 


238 
251 
251 
220 


659,600 
1,197,300 
870,500 
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281 
234 
241 
223 
185 


77.70 
77.08 
77.04 
76.94 
76.89 


80.16 
78.17 
78.17 
77.81 
77.65 


1,111,200 
759,100 
615,800 
849,700 
325,500 


92.14 
91.25 
90.77 
90.88 
90.39 
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BONDS 4%” INVESTMENTS 
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Adapting Your Investments to Business 
Conditions 





By EDWIN T. DAVIES. 





[Note—When this article was written the end of the war was uncertain. At present, 
short term bonds look much less attractive as compared with Liberty Bonds. Never- 
theless, the author’s plan shows a good comprehension of investment principles and 


provides a high degree of safety—EDITOR.] 


HE primary purpose of this 
paper is to show a method 
whereby a conservative rate of 
interest may be obtained*upon 

invested funds; and secondly, to show 
that the money is safely invested. 
The plan is universal in application. 
The man with a hundred dollars may 
avail himself of the opportunity as well 
as the man with a hundred thousand. 


Three Stages 


The plan involves three stages: 
First, invest now in short term notes; 
second, in about two years invest in 
Liberty Bonds; third, in five years or 
at a more distant date invest in realty 
mortgages or industrial stocks. 


Short term notes now can be had 
yielding approximately 6% to 8% net 
to the investor. By purchasing obliga- 
tions of exceedingly large concerns 
such as packing companies and indus- 
trial organizations, especially those 
having long time contracts with the 
governments for supplies, safety of 
principal is reasonably assured. Fur- 
thermore, by buying paper marketed 
by nationally known banking houses 
and national banks of the money cen- 
ters, an additional guaranty is ob- 
tained. These financial houses and 
banks have thoroughly investigated 
the legality and resources underlying 
the notes. Because their own funds 
are involved and reputation is to be 
guarded, they would not offer an in- 
secure investment. 


In about two years—for notes gen- 
erally run from one to three years— 
these notes mature, bringing in the 
second stage of the plan. With the 


proceeds buy Liberty Bonds—say the 
third issue. 

The net yield is 444%. The safety 
is the highest obtainable and no argu- 
ment is necessary to prove the fact. 
While the yield is only 44% there is 
a possibility of realizing an added in- 
come. A leading banker of St. Louis 
said a few months ago that the third 
Liberty loan bonds provided an invest- 
ment of exceedingly bright prospects, 
and he predicted that the bonds would 
reach $115 in value per $100 par value. 

Assuming that the war will be over 
within two years, the investor then is 
buying the bonds on a rising market. 
Whatever the state of affairs political- 
ly at that time, it will be a period of 
uncertainty; and an investor with his 
funds in Liberty Bonds can cast aside 
all worry and find solace in contem- 
plating his investment. 

If the bonds were to appreciate in 
value one dollar per hundred per year 
for five years, and the investor sold 
out at that time, the net interest on the 
investment would be 5%%. There 
would be a possibility of more. The 
bonds of course can be held for a 
longer period of time but keeping to 
the primary purpose stated in the be- 
ginning, the bonds should be sold after 
appreciating in value enough to yield 
50 or more dependent upon the selling 
price. 

Investing in Mortgages 

The sale of the bonds ushers in the 
third stage of the plan: invest in some 
form of mortgage on land or city 
property. A dollar will buy more ma- 
terial things after the war than during 
the war. Consequently if the investor 
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desires to buy a home for himself the 
proceeds from the sale of the bonds 
will have enhanced purchasing power. 

If the investor prefers stocks of an 
industrial concern, such as equipment, 
or steel, the same idea will apply. For 
stocks represent commodities such as 
machinery and buildings; also land. 
The large government taxing will 
cease, and with splendid prospects 
ahead, substantial dividends may be 
expected. Another consideration not 
to be overlooked is the depreciation of 
certain manufacturing plants. Many 
factories under the exigencies of war 
business have practically rebuilt their 
plant. Such betterments paid for out 
of war-time earnings are likely to keep 
down the depreciation charges result- 
ing in more money available for divi- 
dends. During the past summer the 
writer was much impressed with this 
while in the vicinity of St. Louis. 
Plants lost their dilapidated look un- 


der the magic of new roofing, the glaz- 
ing of thousands of windows, and the 
free use of cement, brick and steel. 
Such improvements will certainly low- 
er the depreciation expenses. 

Should an opportunity arise at any 
time covered by the first two stages of 
this plan to take advantage of an in- 
vestment of undoubted worth and se- 
curity it would be foolish to refuse to 
consider it. The funds are in a liquid 
state or suitable to be used as col- 
lateral, and are instantly available. 

In conclusion let it be understood 
that this paper is not telling how to 
make money—others have done that. 
Samuel Smiles well states it: “Many 
popular books have been written for 
the purpose of communicating to the 
public the grand secret of making 
money. But there is no secret what- 
ever about it as the proverbs of every 
nation abundantly testify.” 


What Shall I Buy? 


Advantages of Public Utility Convertibles 





By JOHN E. LAVERTY. 





OOD morning, Mr. Jones. 
G Won’t you come in?” ex- 
claimed the senior partner 
of the investment house of 
Smith & Thompson. 

Mr. Jones, a man about middle age, 
was the owner of a chain of suburban 
trust companies centering about Bos- 
ton, and was reputed to be worth 
about $500,000. His fortune had at- 
tained this respectable figure through 
conservative and judicious investing. 
Mr. Smith, on whom he called regu- 
larly every month, was his financial 
adviser. 

“Well, Mr. Jones, what can I do for 
you this morning?” 

“I have about $50,000, and I called 
around to get your advice about in- 
vesting it,” replied Mr. Jones. “What 
shall I buy?” 

Mr. Smith lay back in his reclining 
chair in an attitude of thought for a 





moment before replying. Then he 
said: 

“Why not the bonds of well man- 
aged gas and electric light companies 
operating in established and growing 


centers throughout the country? 


Advantages of Utilities 

“Such securities have many advan- 
tages, chief among which are that: 

“(1) The earnings and business are 
stable due to the fact that such com- 
— supply a necessity of life. 

eople must have gas and electricity 
at all times and the business of. such 
companies is, therefore, independent of 
fluctuations in general business condi- 
tions. 

“(2) The uses of electricity are 
limited only by the lack of knowledge 
concerning it. The field for further 
development, with consequent greater 
earnings of such companies, is there- 
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fore unlimited. This field is in addi- 
tion to the normal growth which will 
result from increase in population. 

“(3) State public utility commis- 
sions exert a beneficent influence on 
the securities of such companies 
through their powers to regulate the is- 
sues of securities and through their re- 
striction of competition. 

“(4) There is always a market for 
such securities. 

“(5) Because of their comparative 
newness to the security markets of the 
country, an investor in their securities 
can obtain a higher income return 
* than in any other class of security of 
equal merit. 

“My advice to you is ‘Buy bonds of 
well managed gas and electric light 


stock advances to a price above par the 
bond will closely follow the stock 
price, as it can be exchanged for the 
stock. 

“Because of the difficulty of financ- 
ing, many companies are at present 
forced, although hesitatingly, because 
the advantages are all with the in- 
vestor, to issue convertible bonds at 
high rates. Because of the compara- 
tively few of these bonds now out- 
standing as compared with other 
classes of bonds, it is necessary for the 
investor who wishes to purchase them 
to follow the newspapers closely for 
announcements of new issues and to 
keep in closé touch with his banker, as 
the issues are quickly absorbed. 

A few of the best of such issues are 


CONVERTIBLE PUBLIC UTILITY BONDS 


Due 
1928 
1921 
1922 
1920 


1923 


Company Rate 
Detroit Edison Co. ... 7% 
Cons. Gas of Baltimore 5% 
Buffalo Gen. Elec. Co.. 6% 
Southern California Ed- 6% 








companies operating in established 
and growing centers when total bond 
interest of such companies is being 
earned at least one and one-half times, 
and when such bonds are convertible 
into stock.’ 

Convertibles 


“You of course know the advantages 
of convertible bonds. When you pur- 
chase such a convertible bond you will 
be the owner during these extraordi- 
nary and uncertain times of a bond, the 
premier form of security. Yet when con- 
ditions again become stable, you will, 
through the convertible feature, be able 
to reap the advantages that the more 
speculative stockholder is entitled to, in- 
cluding the greater stock profit. The 
market price of such a bond will al- 
ways reflect at least its bond invest- 
ment worth. In addition, when the 


Stock 
1916 
High 
149 
126 


Present Convert- 
Price ible at 
105 100 
93 110 
100 100 


98 91 


96 Com. 100 
Pfd. 95 


Baltimore 


96 Pasadena, Cal. 


109 


101 St. Paul 


shown in this table, which I recently 
compiled. 

“Now, to come back to the matter of 
your $50,000, I suggest that you pur- 
chase $10,000 of each of the securities 
I have just mentioned at the current 
market prices. Then whenever any 
new convertible bonds are to be issued 
which I think suitable for your invest- 
ment, I will immediately communicate 
the facts to you with a view to your 
making a purchase.” 

“Mr. Smith, your advice strikes me 
as sound and I am pleased to be given 
the opportunity to hear it. Here is my 
check for $50,300 which I took the 
trouble to draw before coming here. 
If there is any balance keep it for new 
issues. I will be glad to hear from 
you whenever any new such bonds are 
to be issued.” 





The A B C of Bond Buying 


How the Ordinary Investor May Judge Bond Values 





X—Convertibility as a Factor in Values—Optional 
Redemption 





By G. C. 


SELDEN 





HEN any issue of bonds is made 
convertible into the stock of 
meraa] the issuing company, there is 
——— at once added to the purely in- 
vestment value of the bonds a specu- 
lative value which is dependent on the 
probability that the stock may rise 
enough to make the convertible priv- 
ilege yield a profit to the bond holder. 

The bond is no longer merely a bond, 
since it may share in an increase in the 
company’s earnings through being con- 
verted into stock. Convertible bonds, 
therefore, require special consideration. 

The first thought of the novice al- 
ways is that the privilege of converting 
a bond into stock at par, for example, 
is of no value until the stock sells at 
par. This is true when the bond is sell- 
ing at par and the stock below par— 
but in no other case. 

Conversion at par means that $1,000 
par value of bonds may be exchanged 
for 10 shares of stock. If the bonds are 
actually selling at $1,000, the conver- 
sion privilege will not be exercised un- 
til the 10 shares of stock can be sold 
for more than $1,000; but if the bond 
is selling at 75, so that $1,000 par value 
of bonds is worth only $750, it will pay 
the bond holder to convert as soon as 
the stock sells above 75, so that the 10 
shares of stock can be sold for more 
than the $750 which represents the 
current value of the bonds. 

When the conversion price is above 
or below par a little calculation is nec- 
essary to determine the effect on the 
bond. Suppose that a bond is convert- 
ible into stock at 130. That means that 
$100 par value of bonds can be ex- 
changed for one share of stock at a 
price of $130. In other words, the price 
of the bond, if based on the conversion 
privilege, would always be 100-130ths 
of the price of the stock. Suppose the 
bond is selling at 70 and the stock at 


85—70 is 100-130ths of 91, so it would 
pay the bond holder to exercise his 
privilege of conversion at any price for 
the stock above 91. The prices 70 and 
91, therefore, or any similarly corre- 
sponding prices, may be called the 
parity of conversion. 

It is not often that a bond sells above 
the conversion price, although that of 
course might happen. Assume that a 
bond selling at is convertible into 
stock at 80. The privilege would then 
be of no interest to the bond holder 
until the stock sold above 90, so that 
the conversion would be profitable. 

All this will seem obvious to many 
readers, yet I have found that inex- 
perienced investors rarely understand 
just how the conversion privilege 
works, and even the more experienced 
are often a little hazy on the subject. 


Effect on the Price 


As soon as the price of a stock into 
which a bond is convertible, rises above 
the conversion figure, the price of the 
bond follows that of the stock, aside 
from minor variations. So far as the 
price is concerned, therefore, the bond 
holder usually has no object in convert- 
ing into stock, since the two securities 
are selling at the same level. 

But where the conversion price is 
above par for the stock, the stock will 
rise—if it continues to rise—faster 
than the bond. In the case above men- 
tioned, for example, convertibility at 
130, the bond will always be worth 
100-130ths of the price of the stock; 
therefore the bond will rise only 10 
points while the stock rises 13. It is 
equally true that, above the conversion 
level, the stock will fall faster than the 
bond when a period of declining prices 
sets in. So in such a case the best time 
to convert the bond into stock depends 
on the prospect for the price of the 
stock. 
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As a rule the investor’s reason for 
converting is that the dividends on the 
stock give him a better income return 
than the interest on the bond. If he 
believes that this condition will be 
permanent, he will of course wish to 
convert. 

From the mathematical point of 
view, a convertible bond should con- 
tinue to sell at the same price as if it 
were not convertible until the stock 
reaches the parity of conversion. From 
that point upward the bond should fol- 
low the stock until the stock falls again 
below parity, when the bond would no 
longer be subject to any influence by 
the price of the stock. 

Rise in Southern Pacific Securities, 
October, 1918 


Week Conv. Conv. Ref’g 


Ending: 


Stock 5s 4s 4s 


93% 
101% 
1 


801%4 79% 
84 803% 
85 821% 
84 8214 
8754 86 

In practice, investors, being similar 
to other people, are not so strictly logi- 
cal as this. A convertible privilege 
which is thought to contain good possi- 
bilities for profit through conversion at 
some time in the future, will nearly al- 
ways add something to the price of the 
bond; and as the price of the stock 
rises towards parity of conversion, so 
that the outlook becomes more and 
more hopeful, the bond will rise in an- 
ticipation. The reason is that when the 
parity of conversion is actually reached 
only a few bonds could be bought there, 
and investors realize that if they wish 
to be sure of getting the bonds they 
desire they must act in advance of the 
exact mathematical moment. 

We have recently had an excellent 
illustration of the effects of converti- 
bility in the action of Southern Pacific 
bonds and stock, as shown in the table 
herewith. 

The prices given are the high quota- 
tions for each week on the several se- 
curities. The refunding 4s, having no 
convertible privilege, represent fairly 
well the trend of the general market 
for high grade bonds—this having been 
a period of general advance in the bond 
market as a whole. The convertible 


5s are convertible into stock at par, 
and the 4s are convertible into stock 
at 130. 

At 93%, in the first week, the 5s gave 
a yield of about 5.7%, while the 4s at 
80% yielded 6.5%. There is very little 
difference in the security of these two 
convertibles. The relatively higher 
price of the 5s was chiefly due to a 
belief on the part of investors that the 
conversion privilege was likely to be 
valuable. And a similar difference in 
yields—though not always so wide— 
had existed for a long time and at 
much lower prices for both bonds. As 
soon as the stock reached parity of con- 
version for the 5s—in this case, 
equality of price—the bonds rose with 
the stock. 

At 80% for the convertible 4s, in the 
first week, the parity of conversion for 
the stock was 104%; but in the second 
week, when the stock touched 100%, 
investors began to anticipate a further 
rise by buying the convertible 4s, for 
they rose 3% points while the refund- 
ing 4s rose only 1%. Previous to this 
time this convertible privilege had been 
considered of very little value. The 4s 
were entitled to sell at a yield of 6.5% 
on their value as bonds, even if they 
had had no convertibility. 

At the high price of the stock, 110, 
parity of conversion for the 4s was 
8434. Therefore at no time during this 
period was there any advantage in con- 
verting the 4s; yet the bond yield on 
them fell from 6.5% to 5.5% while the 
yield on the refunding 4s fell only from 
5.3% to 4.8%, or half as much. 

It is clear that the possibility of fu- 
ture conversion was responsible for 
about half of the advance in the con- 
vertible 4s. 

It is sometimes said that convertible 
bonds offer the only opportunity in in- 
vestment markets of speculating with- 
out risk, since if the stock. goes down 
the bond will not decline below its le- 
gitimate value as a bond, while if the 
stock advances above conversion parity 
the bond will go with it. - - 

This is substantially true. But it 
seems to be overlooked that the buyer 
of the bond has to pay, at least in part. 
for this privilege, through the lower 
yield received from his bond. That is, 
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it is not usually possible to get as high 
a yield from a bond which has any real 
prospect for a profit through conver- 
sion, as can be obtained from an equally 
good non-convertible bond. 


Callable Bonds 


Many bonds contain a provision that 
they may be called for redemption at 
the option of the company at a speci- 
fied price, usually somewhere between 
100 and 110, and on a certain notice, 
generally 60 or 90 days. When such a 
bond sells above the redemption price, 
the possibility of its being called be- 
comes an element in the value of the 
bond. 

For example, a 6% bond having 50 
years to run and selling on a 44% 
basis, would be worth, according to the 
bond tables, about 130. But if it were 
to be called at par in five years it would 
be worth only 106%. In such a case 
the investor would have to consider the 
general position and policy of the com- 
pany and make his own guess as to 
whether the bond would be redeemed 
or not, and if so when. 

Redemption of railroad or public 
utility bonds has been exceedingly rare. 
These companies have in nearly all 
cases found a use for all their capital, 
and since the general level of interest 
rates has been rising, there has been 
no inducement to call in outstanding 
bonds in order to refund by issuing 
others at a lower rate of interest. 

With a long period of falling interest 
rates, such as is presumably ahead of 
us now, refunding of this kind may 
eventually become possible, and the in- 
vestor will then have to go over his 
bonds and examine the redemption 
clauses, most of which are now prac- 
tically forgotten. 

Industrial companies, having been 


sometimes able to earn much larger 
profits than rails or public utilities, 
have at times redeemed their bonds. 
The Lackawanna Steel Co. has recently 
been buying in its first consolidated 5s. 
It has been able to get them in the open 
market at a much lower price than the 
redemption figure, which is 105, but in 
a period of very low interest rates such 
a bond might conceivably sell above 
105, so that the company would have 
redeemed the bonds at that price in- 
stead of buying them in the market. 

Where bonds have an optional ma- 
turity—as, for example, the 15-30 year 
First Liberty Bonds—the rule is to 
calculate the yield for the longer period 
if the bond sells below par and for the 
shorter period if it sells above par; 
that is, the investor figures on the low- 
est yield he may have to take. In the 
case of the numerous bonds which are 
callable under a special provision it is 
not customary to consider this in ar- 
riving at the yield, but when the price 
of the bond is above the redemption 
figure it certainly would be logical to 
do that, since there would be a mani- 
fest advantage to the company in re- 
funding at a lower interest rate. 

One disadvantage in callable bonds is 
that they may be called without the 
owner noticing the fact. If he is the 
holder of the ordinary coupon bon‘ 
the corporation cannot notify him di- 
rectly, for it has no record of him. It 
advertises the redemption of the bond, 
but the advertisement may not come 
to the attention of the bond owner. 
The holder of a registered bond will 
usually be notified by the corporation. 
The owner of a coupon bond will in 
any event discover that his bond has 
been called when he endeavors to col- 
lect his next interest coupon. 


(To be continued in Dec. 21st issue.) 


Do not be over-confident in your own ability to handle investments with- 
out advice from others who perhaps are much better versed in the matter of 


investments than you are. 


It.is well to become familiar with the principles 


involved, but it is not easily possible for the average investor to become 


acquainted with many of the finer points of the subject. 


Sometimes the 


neglect of just one of these fine points makes an investment an unfortunate 


affair in the end. 





High Yield and Safe Investments 


Opportunities Created by Unfounded Prejudices—Instances 
of Six Per Cent, Safety, and a Probable Ten Point 
Profit—List of Bonds, Preferred Stocks, and 
Common Stocks 


By BENJAMIN GRAHAM 








nothing of being analyzed—in- 
vestment suggestions are out of 
date almost before the ink is dry. In the 
very course of writing this article, it has 
been necessary to change the viewpoint 
in order to conform to the rapid advance 
in bond quotations; and whereas a week 
or two ago the term “High Yield” would 
have denoted at least a 614% or 7% re- 
turn, we must now regard anything 
above a 6% income basis as belonging 
to the high yield category. 
This is an excellent opportunity to at- 
tack that ancient and deep rooted mis- 
conception—namely that a high yield 


ITH the bond market moving too 
fast to be photographed—to say 


is just as possible as 4% and safety— 
only it requires greater care and dis- 
crimination in selecting the investment. 

The fact is that whereas ordinarily a 
high yield is due to uncertain security, 
in many particular instances the reason 
may have no connection with the intrinsic 
merits of the issue. It is here that the 
careful investor will find his opportunity 
and the signs whereby these bargains 
may be recognized are twofold: 

A. Securities safe but unseasoned. 

B. Securities safe but affected by in- 
vestor’s prejudice, never or no longer 
justified. 

Some Cheap 6% Bonds 
An excellent example of a high grade 


LIST I—ATTRACTIVE BONDS YIELDING 6% OR BETTER 


Armour Co. conv. 6s 

Bethlehem Steel Purchase Money 5s 
Braden Copper collat. 6s 

Chile Copper conv. 6s 


Granby Copper conv. 6s 

Missouri Pacific consol. 5s 

N. Y. Air Brake ist 6s 

St. Louis, Iron Mt. & So. ref. 4s 
Texas Co. deb. 6s 

Virginia-Carolina Chemical conv. 6s 
Wilson Co. Ist 6s 


Due Price Nov. 12 








must necessarily signify greater risk than 
a low yield. As applied to the general 
run of securities, this rule is obviously 
true enough—one hundred bonds picked 
at random from the 4%% class will 
eventually be found to include a smaller 
percentage of defaults than the same 
number of 6% issues. But with indi- 
vidual securities the case may be very 
different; and there have been and still 
are innumerable examples of high yield 
obligations which are really better pro- 
tected than many others selling on a 
lower basis. “Six Percent and Safety” 


bond selling on a high income hasis be- 
cause of lack of seasoning is found in 
the Wilson & Co. 1st 6s due 1941, which 
at this writing can be bought below par. 
The stable character of this company’s 
business—meat packing—and its splen- 
did earnings record in recent years, 
should place its first mortgage bonds in 
the class of high grade investments. 

In the same category may be placed 
Chile Copper convertible 6s due 1932, 
which having been brought out at the 
worst possible time speedily sustained a 
severe decline in market value, from 
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which they have only recently been re- 
covering. The present earnings of the 
mine cover interest charges with a wide 
margin to spare; and any possible reduc- 
tion in the profit per pound during the 
next few years is certain to be inore than 
compensated for by the increased output 
which peace will make possible. It is 
important to recognize that, first, Chile 
Copper is an enormous property with the 
strongest bankers and the best engineer- 
ing talent behind it; second, there are 
3,800,000 shares of stock with a market 
value of about $90,000,000 standing be- 
tween these bonds and trouble. The his- 
tory of mining shows that the convertible 
bonds of good copper companies have in- 
variably been exchanged for stock—and 
there is little doubt but that the holders 


continued the entire financial resources 
of the country would stand solidly be- 
hind the Allies. What else could these 
facts mean but that every French and 
English loan placed in this market was 
absolutely safe—because either the war 
would be over when they matured, in 
which case they would easily be taken 
care of; or else the United States itself 
would assume the burden, as part of its 
financial aid to the Allies. It might have 
been observed that our advances to 
France and England were running at the 
rate of six billions a year, while their 
net imports from this country were less 
than four billions. Evidently our loans 
to the Allies were covering not only their 
purchases in this market, but their ma- 
turing obligations as well. 


LIST II—STANDARD INDUSTRIAL PREFERRED STOCKS 


Price to 


Rate Price Nov.12 Yield Yield 6% 


96% 
111 
110 
108 
104 
110 
105 
105 
112% 


6.22% 


116% 








of Chile Copper 6s will some day find it 
to their advantage to exercise their con- 
version privilege. 

The list of bonds which have been 
depressed marketwise by unjustified pre- 
judice is a very long one. Contrary to 
general opinion, prices do not always 
anticipate changed conditions, nor even 
immediately reflect them. The Law of 
Inertia holds in finance as everywhere 
else, and broad intervals often elapse be- 
fore investors accommodate their judg- 
ment to the new order of things. One 
or two examples from the past may win 
better attention for our comment on the 
present situation. 


The Lesson of Allied Bonds 


When the United States entered the 
war in April, 1917, two things must have 
been apparent to every thinking man. 
First the war was bound to be won in 
the end. Secondly, as long as the war 


In the long months when the United 
Kingdom 5%s ranged below 90 and the 
French Municipals sold in the “early 
eighties,” the writer presented these ar- 
guments to investors time and time 
again. Did they dispute his reasoning? 
No. But how many took advantage of 
this extraordinary opportunity? Very, 
very few. Most of them “did not like 
foreign bonds”—which meant that the 
handful of level headed investors who 
were superior to prejudice were enabled 
to make a veritable killing. 


One other example, which has a bear- 
ing on the recommendations to be made. 
At the end of 1915, when railroad issues 
were quoted on a 434% basis, Railway 
Steel Springs, Inter-Ocean Plant, 5s could 
be bought at 92. The company was then 
in excellent financial condition; its earn- 
ings had reached record proportions ; and 
there were two stock issues junior to the 
bonds to guarantee them against harm. 
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But no bond house would have dared 
recommend them to an investor seeking 
conservative investments. The customer, 
finding this issue on the list, would have 
sniffed, “I ask them for high grade bonds 
and they try to palm off this low priced 
industrial, Fine people to trust my money 
to!” Whereupon he would have jour- 
neyed to another house and selected a 
list of railroad bonds beginning with 
Atchison general 4s at 94, and perhaps 
including some Saint Paul refunding 5s 
at 107 to bring up the yield. 

The wisdom of this typical investor is 
shown by the sequel. In September last 
when railroad bond prices were at their 
lowest ebb, and the St. Paul 5s were 
selling at 77—a decline of nearly thirty 
points—the Railway Steel Springs Co. re- 


the equity of this issue measured by as- 
sets and earnings is so enormous that even 
a total collapse of the oil industry could 
scarcely destroy its value. 

A very similar case is supplied by the 
New York Air Brake 6s also selling 
around par. The old-line investor thinks 
of the company as a mushroom war 
proposition, and views its bonds with 
cold suspicion. Yet this issue is so small 
Air Brake’s net current assets are so 
large, and even its pre-war earnings so 
greatly in excess of interest require- 
ments, that the safety of its first mort- 
gage bonds is now independent of any 
fluctuation in the company’s earning 


power. 
Granby 6s 
Again there are the Granby Copper 


LIST III—SOUND INDUSTRIAL PREFERRED STOCKS YIELDING 7% OR 
MORE 


Am. Locomotive 
Bethlehem Steel 

General Motors 

Republic Iron & Steel 
Pierce Arrow 

Tobacco Products 
Virginia-Carolina Chemical 
Willys-Overland 


deemed its remaining mortgage bonds at 
105, thirteen points above the price at 
which they couldn’t be sold because their 
yield was too high! 

Perhaps this veracious tale may be 
found to have a valuable moral for pres- 
ent day conditions. Here are Texas Com- 
pany debenture 6s selling at par and 
yielding a full point more than U. S. 
Steel sinking fund 5s. Mr. Average In- 
vestor remarks “I don’t want an oil com- 
pany bond,” and picks out one of the old 
favorites (which sell five points too high 
just because they are old favorites). But 


the level headed buyer investigates the~ 


issue. He finds that these debentures 
are the company’s only bond—a small 
issue with a large sinking fund just be- 
ginning to operate—that the company 
has poured tens of millions into its prop- 
erty out of its extraordinary earnings 
and continual stock issues, without in- 
creasing its funded debt; and that finally 


Price to 

Rate Price Nov.12 Yield Yield 6% 
7.00% 116% 
7.69% 33% 


1 
7 100 


11634 
133 
11634 


133% 
116% 


convertible 6s, also due in 1928, and sell- 
ing around par. Many investors would 
not consider them because they don’t like 
a mining company bond; others recall 
Granby’s checkered, career many years 
ago and raise their hands in protest at 
the suggestion. But there is an issue of 
only $2,500,000; which is being retired 
at the rate of over $500,000 per year, 
which comes ahead of $15,000,000 stock 
valued at over $12,000,000; and the in- 
terest on which should be earned ten 
times on 14%4c copper. Since the sink- 
ing fund must retire the entire issue be- 
fore maturity, the owner is certain to get 
110 for his bonds—the maximum price— 
if he holds on to them long enough. In 
other words, here is a combination of 
safety, six percent and ten points profit. 

Very similar is the status of Armour 
and Co. 6% notes, due serially to 1924, 
and convertible at any time into 7% pre- 
ferred stock at par. Some investors are 
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frightened by the possibility of Govern- 
ment control of the packing industry. 
For the same reason it was so hard to 
dispose of the Am. Tel. & Tel. convert- 
ible 6s at 94 (now 104)—the most attrac- 
tive offering of the year. 

The public could not be made to see 
that in both cases the disadvantage of 
Government control would fall entirely 
on the large stock issues, while the ad- 
vantage of guaranteed earnings would 
directly benefit the bondholders. 

With practically a half billion of 8% 
stock in back of them, what had the A. 
T. & T. bondowners to fear for their in- 
terest? And with a hundred millions of 
Armour stock outstanding, the holders 
of the new notes have a comfortable 
buffer between them and confiscation. 


Preferred Stocks 

Industrial preferred stocks are more 
attractive now than at any time in their 
history. The status of most companies 
has improved so radically in recent 
years, that the dividends on their senior 
shares should henceforth be assured. 
Moreover, since the average yield of pre- 
ferred stocks is still well above the pre- 
war figure, the gradual return of interest 
rates to pre-war levels should effect a 
substantial advance in the price of these 
issues. 

Our selection of preferred shares has 
been arranged in two groups. The first 
includes the standard seasoned issues, 
which in the old days were wont to sell 
around 6% basis, and which now yield 
between 6.30% and 6.75%. These are 








LIST IV—COMMON STOCKS WHICH ARE CONSERVATIVE INVESTMENTS 


Am. Telephone & Telegraph 
Atchison, Topeka & Santa Fe 
General Electric 


Great Northern 

Union Pacific 

Western Union Telegraph 
Westinghouse Electric Manufacturing 


Dividend Rate Price Nov. 12 
108 
96 
156 


103% 

135 
93 
45 


Yield 
7.40% 
6.25% 
9.12% 


4% in stock 
7% 








The new 7% preferred stock into which 
the Armour notes are convertible should 
eventually sell at 110; so that here is an- 
other instance of safety, six percent, and 
a probable ten point profit. 

Virginia-Carolina Chemical 6% de- 
bentures due 1924, also sell at par. Four 
years of unprecedented prosperity has 
placed these bonds in the conservative 
investment class. The issue is small, the 
equity large, a sinking fund maintains 
the price, and a conversion privilege 
into 8% preferred stock at 110 (below 
the present price) carries prospects of a 
nice profit. 

In the railroad group, there are not 
many issues yielding 6% which can 
stand the acid test of analysis. The Mis- 
souri Pacific reorganization has been so 
skilful and thorough, and the road’s re- 
cent exhibit so encouraging, that the 
First and Refunding 5s due 1923 and 
the Iron Mountain devision refunding 
4s of 1929 can now be recommended 
without: hesitancy. 


sound and desirable investments, which 
eventually should show a profit of from 
four to ten points. 

Superficially regarded, the second list 
might present a rather nondescript ap- 
pearance. All these issues yield over 
7%, and some of them may shock the 
staid investor. But a careful analysis 
would demonstrate that every one of 
these high yielding preferred stocks is 
well protected by both asset value and 
earning power. The three motor issues 
have come through a trying period with- 
out hint of danger ; their backing in fixed 
and current assets is relatively larger than 
many of the standard issues; and theirs 
is an industry which peace is expected to 
stimulate rather than contract. 

, In the same way, the tremendous equi- 
ties accumulated for the benefit of such 
stocks as Republic pfd., American Loco- 
motive Pfd., and Bethlehem Steel 8% 
Pfd., in the past three years should carry 
them safely through a temporary period 
of depression—if that is in store—and 
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should ultimately be reflected in a per- 
manently increased earning power behind 
the senior shares. 

Common Stocks 

The best investment is a good common 
stock. 

The stockholder, as a partner in a 
sound enterprise, may. expect not only 
an attractive return on his capital, but an 
appreciation in value as the business ex- 
pands and a surplus accumulates. Many 
an investor has remarked to the writer, 
“T never buy stocks. Let the other man 
speculate. All my money goes into 
bonds.” 

This is perhaps the best policy for 
those who are unable or unwilling to 
exercise care in the selection and periodic 
scrutiny of their investment. But num- 
bers have found to their cost that the 
word “bond” contained no magic charm 
guaranteeing against loss—and others as 
they gained experience have learned con- 
versely that “stocks” do not always sig- 
nify speculation. 

Conservative investments among com- 


mon stocks may be divided into two 


classes. First, those that represent an 
unquestionably stable industry and pos- 
sess a long established dividend record. 
Second, those whose prosperity is of 
more recent date, but which are placed 
on a solid basis through the (practical) 
absence of prior obligations. 

Examples of the first type are Atchi- 
son among the rails, American Telephone 
& Telégraph among the utilities, and 
General Electric among the fhdustrials. 
The holder of these stocks can view the 
past with satisfaction and the future with 








equanimity. The first two have come 
through the ordeal of Government Con- 
trol unscathed—i. e. with dividends 
guaranteed. The third can look forward 
with especial confidence to coming in- 
dustrial developments. 

Westinghouse is in much the same 
position as General Electric, but belongs 
rather to the second group because its 
investment status is of more recent crea- 
tion. A long article could be written 
about the transformation wrought in this 
company’s affairs by the prosperity of 
the war period. With negligible funded 
debt and preferred stock, with current 
assets available to liquidate its note issue 
at maturity, Westinghouse comes into the 
reconstruction period with practically no 
charges ahead of its common stock. Its 
7% disbursement has been earned with 
a greater margin than many bond inter- 
est requirements, and a plentiful surplus 
has been set aside to stabilize its dividend 
policy, should any lean years intervene. 
Westinghouse like General Electric pos- 
sesses limitless possibilities, and the 
stockholder need never fear that the 
claims of prior issues may at any time 
endanger his interests. 

There is a dangerous fascination about 
high yields which leads many experi- 
enced bankers to caution against them. 
It is perfectly true that unless shrewd 
judgment is exercised, the gain in income 
return is likely to be offset by painful 
losses in principal. Yet, given the op- 
portunity to investigate and select, six 
per cent and safety becomes perfectly 
feasible—a fact which it has been the 
aim of this article to demonstrate. 








WOULD YOU “FALL FOR” THIS OFFER? 


The stock of an oil company, only two 
months old, is being offered at 5 cents a 
share upon the discernment of the pro- 
moters that they can already calculate an 
annual dividend of 300%. 

Stories of profits are always good 
reading; one concern is publishing a 
folder of letters from stockholders in 
which they apparently give appreciations 
for the extraordinary profits which they 
have made in dealing with this individual. 
A close inspection of the letters demon- 


strates that none of the-writers state that 
they have made any cash profits. They 
estimate the difference between what 
they paid for their stocks and what the 
then market price is supposed to be—in 
other words, their happiness is due to 
paper profits. 

Remember this: It is a disservice to 
buy Liberty Bonds with the intention of 
selling them; it is a disloyalty to trade 
them in for unnecessary purchases or for 
speculative purchases. — Samuel Crow- 
ther in System. 
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Readers’ Round Table 


Newark, N. J., Oct. 18, 1918. 
Mr. Ricuarp D. Wyckxorr, 


Editor of Tat Macazine oF WALL Street, 
New York City, N. Y. 


Dear Sr— 

Your sample copy of the MaGazINE oF WALL 
STREET received, and many thanks for same. 
Enclosed find my check for one year’s sub- 
scription, five dollars: the subscription to 
commence October 26. I purchased the Octo- 
ber 12 issue in a news stand in this city. 

The articles that appeared in the issue of 
October 12 by Mr. Selden, Mr. Morrow and 
yourself have interested me very much; in 
fact, I have read and reread the articles three 
times and still find them worthy of being 
studied again. 

Your article “Intimate Talks with In- 
vestors” was fine. Until I read it I never 
realized the benefits derived in the purchase 
of bonds. All I could see was stocks, and the 
cheap variety of railroad stocks at that. I pur- 
chased ten shares of Missouri Pacific through 
a friend of mine—one that “knew all about 
the market.” I purchased it at 24% and still 
have it. Lost interest on my money for nine 
months, and I am still holding on. rough 


a friend of mine, a friendly broker, I 
chased fifty shares of Union Pacific at 114. I 


have received dividends amounting to five hun- 
dred dollars, and if I wanted to sell I could 
secure a good profit. Two extremes. If I 
had known of your magazine I would have let 
my speculator friend buy the cheap shares, 
while I would have stuck to the high-grade se- 
curities. Since getting your mgaazine and read- 
ing the recommendations therein contained I 
have made a few purchases. I have fifty shares 
of Northern Pacific, fifty shares of Union Pa- 
cific, fifty shares of Norfolk & Western, fifty 
shares of N. Y. Central and fifty shares of 
Anaconda. I would like to purchase about five 
hundred shares more in fifty-share lots, and 
would consider it a favor if you would recom- 
mend some for a purchase. I wish to purchase 
them as an investment, that is (as I under- 
stand it) for interest and profit. I do not in- 
tend to purchase on margin, but to buy out- 
right. 

Thanking you in advance for the informa- 
tion asked and with all kinds of success for 
Tue Macazine oF WALL Street, I remain, 


Yours very truly, 


Oct. 25, 1918. 
Dear Sir: 

We have studied your letter with a good 
deal of interest, and are glad to note that you 
have followed our recommendations to pur- 
chase the high-grade dividend paying stocks; 
to your ultimate advantage. 

It is a difficult matter to convince some in- 
vestors that it pays to purchase good listed, 


active stocks like Union Pacific, N. Y. Central, 
Anaconda, etc., and your own experience is 
another proof of the wisdom of paying a little 
more for a high-grade article. 

Your list is a good one; the rails are in a 
sound investment position, while the copper 
stocks, particularly the “leaders” like Ana- 
conda, Kennecot and Utah are showing strong 
resistance to all selling pressure. 

As a further suggestion, we recommend five 
en stocks for your consideration, as fol- 
ows: 

Southern Pacific. 

Great Northern, pfd. 
Maxwell, Ist pid. 
General Motors, pfd. 
Bethlehem Steel, 8% pfd. 


Before purchasing we draw your attention 
to the Oct. 26th issue of the M ine of Wall 
Street, and suggest that you look over the list 
of preferred stocks (page 28). If you agree 
with the author, we suggest that you purchase 
some of those attractive issues by limiti 
your purchases of the above to the extent o 
30 shares of each. Then, we believe you could 
reduce your holdings of Northern Pacific and 
Union Pacific somewhat, and purchase a fur- 
ther 50 shares of Southern Pacific with the 
proceeds. We have great confidence in the 
future of this road as you will see on refer- 
ence to the last issue of the magazine. 

Your Liberty Bonds are a premier invest- 
ment and this magazine has devoted sufficient 
space to the subject to convince its readers 
that there is no better investment in the entire 
list. You are doubtless familiar with our 
views and we heartily endorse your plans. We 
regard bonds of long maturity especially the 
high-grades yielding around 6 per cent as very 
attractive (see “Bond Buyers Guide”). We 
favor bonds in this class which have a con- 
vertible privilege, giving the holder an option 
to exchange his bonds for common or pre- 
ferred stocks of the same company during the 
next three to five years. Such privilege should 
prove valuable in issues like Southern Pacific, 
Chesapeake & Ohio, Baltimore & Ohio, St. 
Paul, etc. The privileges in the last three 
cases are of somewhat slender value yet—but 
one never can tell. The writer has no doubt 
whatever that Southern Pacific Convertible 5s 
(analyzed elsewhere) are even now, worth far 
above par, the option alone being worth many 
points above par. Without the convertible 
privilege this bond is also worth par. 

We also strongly favor the well secured pre- 
ferred issues mentioned in the last issue of 
the magazine, and commend them to your 
attention with confidence. You might switch 
a part of your Anaconda thus: sell one half 
and put the proceeds into Utah, Kennecot and 
Calumet & Arizona, all of them high-yield 
dividend payers of promise. 


Always at your service, 
THe MaGazine oF Watt Street. 
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Winnipeg, Canada, October 19, 1918. 
Inquiry Department, 
MaGaZzINE oF WALL STREET, 
New York, N. Y. 
Dear Sirs: 

We are subscribers to “THe MAGAZINE OF 
Watt Srreer” and have read with interest 
the first instalment of your “Unlisted Securi- 
ties Guide” and note your remarks regarding 
Butte-Detroit. We are offered several thou- 
sand shares of the United States Manganese 
Corporation, which, we understand, is oper- 
ating in Montana, and has acquired control 
of the Butte-Detroit Copper Co.’s assets at 
Butte and the New York Montana Manganese 
Concentrator at Helena. 

We thought the Butte-Detroit property was 
largely owned and controlled by the Butte 
Central Mining & Milling Co., which succeeded 
the Butte Central Copper Co., and which in 
turn were preceded by several very quickly 
defunct companies, each of whom were sup- 
posed to have operated the Ophir mine at 
Butte. 

We understand that a Boston firm was the 
promoter of these several unfortunate, if not 
questionable, enterprises. Can you inform us, 
as far as you are aware, if the United States 
Manganese Corporation has been brought into 
existence for a legitimate purpose or merely 
to serve its promoters as a fresh vehicle under 
a new name for again fleecing the gullible 
public. 

Do you know who are the promoters of this 
concern and who are the sponsors, what are 
their assets, and has the scheme received the 
sanction of the Capital Issues Committee at 
Washington? A Boston promoter has offered 
these shares in settlement of his debt. This 
wnexpected act of unprecedented restitution 
has led us to wonder if the stock of the Man- 
ganese Corporation was worthy of acceptance. 
If you can furnish. us with any information 
whatsoever on the subject either by letter or 
through the columns of your very useful 
Magazine we would indeed be very grateful. 

Trusting that we will not encroach too much 
on your valuable time, 

Believe us, 
Yours faithfully, 


GENTLEMEN : 

The Butte Detroit Co. has been a vehicle 
of somewhat extravagant speculation on the 
“Curb” in this city, and we have not been 
impressed by the selling methods, nor the 
representations made regarding probable earn- 
ings of the company, or the breezy promises 
of their enterprising selling agents. 

Your understanding regarding the various 
reorganizations of the predecessor companies 
is substantially correct, and we regard with 
particular disfavor the fact that the promoters 
were not frank regarding the real interest of 
the Butte Detroit Co. in the Ophir mine. 

While the present management appears to 
be more responsible than some of the pre- 
decessors of the Company, it has an unfor- 
tunate legacy of former promotions of the 
Ophir Mine. 


It is reported that ‘the Company paid for 
control of the stock of the Butte Central Min- 
ing & Milling 900,000 shares of its own stock. 
The latter company has a bond issue of 
$300,000 outstanding as a prior claim against 
the Ophir Co. so that the equities for this 
stock are very small. The Butte Detroit is 
capitalized for $2,500,000 par value $1. Should 
the mine make good, the Butte Central bonds 
being convertible will be changed into stock. 
Even if the Butte Detroit owned all the re- 
maining stock of its subsidiary it would get 
only 60% of any profit. In other words, if 
the Ophir mines should be lucky enough to 
make the extraordinary profit of $1,000,000 a 
year, an owner of stock in Butte-Detroit would 
get only 24c for each dollar of par value. 

Undeniably, manganese will be valuable after 
the war, as it is necessary in the —— of 
steel. But established companies like na 
conda, Butte Copper & Zinc and some others 
in the Butte Camp are ready to “deliver the 
goods” and receive the reward. Butte Detroit 
is far from ready to take advantage of favor- 
able conditions. This, however, is merely an 
incident in the general proposition that the 
whole scheme is extremely fantastic, and the 
long range outlook by no means promising. 

As the Company, that is the Butte-Detroit, 
was incorporated on March 17, 1916, it does 
not come within the scope of the restrictions 
of the Capital Issues Committee at Washing- 
ton. The U. S. Manganese Corporation was 
also incorporated some time ago, and is not in 
conflict with the Committee. The sanction of 
the Committee is not an indorsement or re- 
commendation anyway. 

The whole position is extremely complicated 
and while we have studied the details very 
carefully it would take us quite some time to 
commit all our conclusions to paper. You 
may, however, rest assured that we decide un- 
favorably after balancing all the factors, favor- 
able as well as unfavorable. 

Our advice is that you do not throw good 
money after bad by investing in this promo- 
tion, as we believe that the result will not bene- 
fit you to any appreciable extent. If the shares 
will cost you nothing whatever you might ac- 
cept them without responsibility and at a 
nominal valuation of $1 for the sake of giving 
a merely formal receipt. If a miracle should 
happen and the shares become valuable this 
would be through your luck rather than any- 
body’s good judgment. 

Merely as a suggestion, perhaps your debtor 
might be willing to go a little further in his 
generosity and authorize you to have an Ana- 
lytical Report prepared of the U S Manganese 
and the Butte Detroit at his expense. Our 
Analytical Service Bureau will then have the 
time to study the matter without imposing un- 
duly upon the Inquiry Dept. and you would be 
in a position to judge accurately what the in- 
vestment worth of your U S Manganese stock 
offered to you is likely to be. 


Always at your service, 
THe MAGAZINE OF WALL STREET. 
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INTERNAT. AGRICULTURAL Ist 5s 
A Bargain Bond 


International Agricultural First 5s, due 
1923, now sell around 76 and yield about 
8%. This is only bond the company has 
»utstanding and nearly $500,000 of this was 
bought in and retired recently. Total out- 
standing about $10,000,000 or a little over. 
Che interest on this was earned more than 
twice in 1916 and 1917, and according to 
—_ estimates will be earned four times 
in 1918. 

This bond enjoys a very fair rating and 
n view of the sharp advances that have 
aken place in the investment bond list 
luring the past two months, it is to be ex- 
pected that the merits of this bond will be 
realized by investors sooner or later. It is 
ut of line with the majority of industrial 
bonds of the same grade at this writing. 


SOUTHERN PACIFIC 
A Holding Company—Its Position 
Explained 

From inquiries received, the impression 
prevails that Southern Pacific is strictly a 
railroad company paying 6% in dividends; 
and investors find it difficult to realize why 
the stock sells well above par in spite of its 
‘oil possibilities.” The title of the com- 
pany is “Southern Pacific Company” (not 
Southern Pacific R. R.) 

The Southern Pacific Co., besides con- 
trolling 11,000 miles of railroad, is a hold- 
ing corporation of the stocks and bonds of 
125 companies representing oil, sugar, ship- 
ping, lumber, land, development, utility and 
other enterprises. The par value of these 
securities is $723,999,028 (book value $437,- 
946,549) and the income from these last year 
was in the neighborhood of $25,000,000. 

Last year, the entire surplus available for 
dividends was $48,151,320, of which $25,- 
026,607 (or 52%) was derived from income 

n securities owned. Moreover the income 
rom investments was 153% of its 6% divi- 
dend requirements. This income was equiv- 
lent to 9.17% on the $272,823,406 capital 
stock. Therefore last year the earnings 
vere approximately as follows: 


Net income from investments 
Net income from R. R. operations.. 


Net earnings on common stock.... 17.65% 


lhe company sold 131,732 acres of land 
last year at about $6.30 an acre. The num- 
ber of acres remaining unsold (not includ- 
ing Oregon Cal R. R. lands) was nearly 
11,000,000 acres, also contracts outstanding 
around $4,000,000. 

It would about fill the whole of this issue 
to describe comprehensively the activities 
of this great company, its shipping, land 
development, oil, steamship, hotels, public 


utilities and other interests. An investment 
in Southern Pacific Company forms in itself 
a complete diversified holding, the stock- 
holder being interested in the 125 odd 
enterprises controlled by the company. 
While the railroad possibilities of the com- 
pany are partially developed the possibil- 
ities of other multifarious enterprises (of 
which its oil development is not the least) 
are hardly “scratched.” 


FEDERAL SMELTING PREFERRED 
An Attractive Semi-Investment—Its Low 
Price Explained 
Federal Mining & Smelting pref., paying 
7% divs. and yielding 16.7% at 42 is desir- 
able as a temporary investment with the 
exceptional advantage of a very high yield. 
Its current earnings have been increasing 
rapidly and are now running about double 
its dividend requirement. This increase is 
partly due to improved methods of treating 
the ores and we believe the change has not 
yet been fully discounted in the price of the 

stock. 

This issue has been on a 7% basis since 
March, 1917, and there are nearly 10% divi- 
dends in arrear. It is not unlikely that part 
of this arrear may be paid off in the not 
distant future. The stock has been selling 
low because earnings have been unsatisfac- 
tory and irregular and the present buying is 
based on what we believe to be a well- 
grounded expectation of a more continuous 
gain in earnings. 


HUDSON & MANHATTAN INCOME 5s 
Should Sell at Higher Prices 


In the Feb. 2nd issue of The Magazine of 
Wall Street, we strongly recommended 
Hudson & Manhattan Ist 5s at 50. They 
have since advanced to about 70. The ad- 
justment income 5s which follow them have 
risen but little, and are now entirely out of 
line. 

Interest of 2% yearly was paid on the 
income 5s, 1914 to 1916, but discontinued in 
1917 in order to accumulate a _ reserve 
against war contingencies. Then the Govt. 
took over the system and the guaranteed 
income is now just about enough to equal 
the 2% formerly paid on the income 5s. 
From April 1 to Sept. 1 the company turned 
over to the Govt. $1,100,000, and received 
back $1,000,000. 

When the Govt. took over the system the 
reserve for contingencies had been built up 
to $1,116,000. If the Govt. retains this sys- 
tem until 21 months after peace, the reserve 
must apparently rise to about $2,500,000 if 
none of it is paid out in interest on the in- 
come 5s. Beginning Jan. 1, 1920, this in- 
terest becomes cumulative at 5%. The 5% 
rate cannot be begun then, but with the 
continued growth of the company it is 
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probable that arrears from that date will 
eventually be paid off. In the meantime, it 
is not improbable that the company may be 
able to resume the 2% rate next year. 

The $33,102,000 income 5s are secured by 
second mortgage, following about $38,500,- 
000 other bonds, on property valued by the 
Public Service Commission at $90,000,000 
replacement value. 

Business has grown rapidly since 1915. 
Passengers carried: 1915, 59,915,192; 1916, 
66,183,630; 1917, 71,757,169; and 1918 will 
show a further increase. The future is ex- 
ceptionally bright. Both the new Seventh 
Ave. subway and the B. R. T. Broadway 
subway already have stations in the Hud- 
son Terminal, and the B. R. T. is construct- 
ing a tunnel direct from there to Brooklyn. 

As a Londoner might say, “the Hudson 
Terminal will be the Chester Cross of New 
York.” Present facilities will permit it to 
handle a very much larger business at mod- 
erate additional expense. 

There is, of course, a possibility of higher 
fares if present costs keep up. A 7-cent 
rate, already in effect on the up-town 
branch, has been discussed for the down- 
town line also but not put into effect. 

Beginning Jan. 1, 1920, these income 
bonds will be pretty much in the position 
of a cumulative pref. stock. At the current 
price of 20%4, or even a 2% interest pay- 
ment would mean nearly 10% on the invest- 
ment, and the resumption of that rate is 
apparently only a question of time, since 
the company is already in a position to pay 
it if desired and if permitted by the Govt. 

We recommend the purchase of these 
bonds as a (temporarily) non-interest-pay- 
ing investment for profit. We believe their 
outlook is exceptionally promising. 


LOW-PRICED STOCKS 
A Mixed List of Specvestments 

A number of our clients have requested 
a list of low-priced stocks which have good 
prospects for higher prices under peace con- 
ditions. In compiling the following list we 
have considered the element of supply and 
demand in the market as well as the gen- 
eral investment and profit outlook for the 
stocks. 


Dividend Payers 
Rate Price 


Wabash pref. A 4% 40 10. 
Westinghouse Elec. ...$3.50 44 7.9 
Kennecott Copper ... 39 10.3 
Chino Copper 41 98 
Inter. Nickel 32% 122 
Willys-Overland com..$l 27 3.7 
Non-Dividend Payers, Rails—Erie 2nd 
pref., Southern Ry. com., Missouri Pac. 
com., Rock Island com., Pittsburgh & West 


Virginia com. : 
tilities—Third Avenue R. R. adj. 


Yield 


5% bonds, Third Ave. com. stock, Brooklyn 
Rapid Transit stock. Interborough pfd. 

Industrials, etc—Amer. Can com., Allis- 
Chalmers com., Inter. Mercantile Marine 
com., Cuba Cane com., Chile Copper, Dome 
Mines, Island Oil, American Zinc com., 
Wright-Martin com. 


LEHIGH VALLEY 6s 

An Attractive Business Man’s Investment 

These 10-yr. Coll. Tr. Gold Bonds (1928) 
are outstanding to the amount of $15,000,000 
and in addition to being a direct obligation 
of the Company are secured by a pledge of 
collateral of a par value of $24,000,000. Col- 
lateral pledge is as follows: $4,000,000 Le- 
high-Buffalo Terminal Railway Corporation 
Ist Mortgage 434% bonds, due 1966; $2,- 


600,000 Consolidated Real Estate Company 
First Mortgage 4% bonds, due 1956, (prin- 
cipal and interest of these issues guaranteed 
by the Lehigh Valley); $17,400,000 Lehigh 
Valley Railroad Company General Consoli- 
o— Mortgage Gold Bonds, due May 1, 


These collateral trust bonds are followed 
by $60,608,000 stock, upon which dividends 
have been paid since 1911 at the rate of 
10% per annum. Tax exempt in Pa., in- 
terest payable without deduction for Federal 
normal income tax not exceeding 2%. 
Listed on the N. Y. Stock Exchange. We 
consider these bonds at around par an at- 
tractive business man’s investment. 

Price 100% and interest, to yield about 
6.00%. 


ILL. CENTRAL REFUNDING 4s 
Strong Bond of a Strong Road 

Illinois Central Refunding Mortgage Gold 
4s, due 1955, are secured by a direct mort- 
gage on about 2,172 miles of road embrac- 
ing substantially the entire system in IIli- 
nois and a part of that in Indiana, being 
about 95% of the total mileage owned in 
fee as well as on the valuable terminal 
property in Chicago. The Illinois Central 
R.R. Co. is among the foremost of the 
great American railroad systems and op- 
erates about 4,766 miles of road, reaching 
from Chicago westward to Ft. Dodge, Sioux 
Falls, Omaha, and Cedar Rapids, and from 
Chicago south via Springfield, St. Louis, 
Memphis, and Jackson to New Orleans, 
with numerous branch lines. 

They are outstanding at the rate of $18,- 
753 per mile of road, and including prior 
liens, the mileage covered by this issue is 
bonded at the rate of $45,700 per mile of 
road. A sufficient amount is reserved to 
retire all underlying bonds. They are fol- 
lowed by $109,291,392 capital stock. Divi- 
dends have been paid on the company’s 
stock continuously since 1863, aggregating 
38634%, or $200,890,727, the annual rates 
varying from 4% to 11% per annum, the 
present rate being 7% per annum. . 
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The average earnings of the Illinois Cen- 
tral available for interest on funded debt 
for the two years ended Dec. 31, 1917, was 
about 3.34 times interest requirements. 
Legal for savings banks in New York, 
Mass., Conn., and other states. Interest 
payable without deduction for Federal 
normal income tax not exceeding 2%. 
Listed on New York Stock Exchange. 

At about 81 and interest, to yield about 
5.15%, these bonds have a very high rating 
and are suitable for institutions, deposi- 
taries of public funds, trustees, etc. 


UNITED ALLOY STEEL 
Status of Shares 


War stock, in the sense that the present 
company was only incorporated in October, 
1916. The latter date is significant since at 
that time there was considerable speculation 
in the steels which have been war-prosper- 
ous, showing earnings or paying dividends 
purely upon a war basis. 

The stock has been inactive and has not 
attracted much public interest, because there 
was a poor distribution of the shares orig- 
inally. Compared with dividend require- 
ments of $4 annually, the vagy tabula- 
tion of reek Tart earnings are 7 
significant: 1913, $3; 1914, $3; 1915, $5.25: 
1916, $6; 1917, $8.50. 

Although the company has been making 
money under war conditions it will have to 
pay heavy taxes. The outlook is extremely 
uncertain and the shares should sell lower 
in a depression. Although the shares, pos- 
sess some possibilities as the company man- 
ufactures steel for the auto industry, they 
are not strictly in the “peace group.” 


CALIFORNIA PACKING 
Bright Future Possibilities 


Was only incorporated in its present form, 
Oct., 1916, with a capitalization of $10,000,- 
000 7% cumulative preferred stock (par 
$100) and 500,000 shares of common stock 
of no par value. The company, however, 
took over several old-established companies 
some of which have been operating since 
1865, 1893, and 1899. Current earnings are 
not reported but it is understood that they 
are satisfactory to the management. 

For the fiscal year ended Feb. 28, 1918, the 
net income available for dividends was well 
over $6,000,000 compared with dividend re- 
quirements of about $600,000 for the pre- 
ferred issue and about $500,000 for the com- 
mon stock. In both cases, dividends were 
earned by a very wide margin and the com- 
pany was able to carry forward over $5,000,- 

to surplus. We do not know whether 
the company is handling wine or whether it 
intends doing so, but under certain condi- 
tions of the industry. It is certain that the 


company is in a position to do so through 
its subsidiaries as soon as given the right. 


The dividends are now $4 a share, which 
represents an increase of $2 a share annu- 
ally, since May, 1918. The company appears 
to be well able to pay this dividend and we 
see nothing in the situation to justify the 
belief that its continuance is improbable. 

At current levels, we would say that all 
the possibilities of the growth of the com- 
pany have not been fully discounted in the 
market, and we would regard a purchase as 
er for semi-investment, for a long 
pull. 


MICHIGAN COPPER & BRASS 

Earning Capacity—Possibilities 
War stock. The net earnings for the year 
1917 were $596,819.41 as against $972,494 in 
1916, $645,874 in 1915, $5,556 in 1914, and 
$65,880 in 1912. In 1913 there were no earn- 
ings. In fact there was a deficit of $69,018 
for the operations during that year. In 

1911, the company had no net profits. 


It will be noted that this company profited 
greatly because of the war, its real success 
beginning with 1915. During 1917, the earn- 
ings decreased about $375,000 from the high 
earnings of 1916 and about $50,000 from its 
earnings of 1915.. The earnings reached 
their peak in 1916 and it is hardly likely 
that they will ever again reach the abnor- 
mal amount of that year with its present 
plant and capital. The present selling price 
of the stock appears to have discounted the 
favorable features of high war earnings and 
does not allow for future adverse proba- 
bilities of reduced earnings and increasing 
competition in normal times. War condi- 
tions have been abnormal and will not con- 
tinue. We believe that this stock will sell 
lower ultimately, and suggest a sale and a 
switch into a peace issue like Maxwell Ist 
pref., Federal Min. & Smelt. pref., or for a 
long pull, Hudson & Manhattan Income 5s 
or Third Ave. Adj. 5s. We believe that all 
the latter will advance to a greater extent 
than Michigan Brass, and in any event are 
more likely to resist unfavorable market in- 
fluences and should not decline much, if at 
all during the next few months. 


SPECULATIVE INVESTMENTS 
Their Positions 


In Great Northern pref., Northern Pacific, 
Atchison, and Willys Overland pref., you 
have an attractive list of investments and 
we see no reason to suggest a sale, in spite 
of the fact that these stocks have advanced 
somewhat and may possibly decline during 
the present period of readjustment. It is 
undesirable to take a “trading” position on 
investment issues of this character. 
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A list of very attractive pref. stocks is 
given in the October 26th issue of THE Maca- 
ZINE OF WALL STREET, and we suggest that you 
look over the list. We believe that General 
Motors pref., Maxwell Ist pref., and all the 
higher grade pref. stocks such as American 
Locomotive pref., American Woolen pref., etc., 
mentioned in the article are all very attrac- 
tive. 


HIGH-YIELD SECURITIES 
Special Report for Diversified Investment 


Since many of the securities which gave 
high yields a year ago have now advanced 


protected. The other three have good peace 
prospects. Pierce Oil is a growing property 
in splendid condition, with valuable hold- 
ings of oil lands. Hard to explain low 
price of these bonds. They are payable, 
not at par, but at 105; also convertible into 
stock at par ($25), so from a price of 22 for 
stock the bonds would begin to follow it 
(stock now 18). Colo. & So. shows rap- 
idly growing earnings since 1914. Cities 
Service earnings will probably fluctuate but 
pref. is well protected. Same may be said 
of Crucible. The two public utilities men- 
tioned are growing, have stood high costs 
well, and have good prospects for further 
development. 


Group No. 1 


Beth. Steel 8% pref. 


Mexican Petroleum pref. .................. 


Willys-Overland pref. 

U. S. Indus. oe pref. 
Amer. Can pre 
Pierce Oil = 6s, 1924 (at 105) 

Colo. & So. 2nd pref. 

SE ID I ecciviveenteceeeesevacau 
Crucible Steel pref. 
United Lt. & Rys. deb. 6s, 1926 
Nor. States Power 6s, 1926 


Times 


earned 
in 1917 


Div. or 
Int. rate 


Approx. 
Price 


11 


be 
— 


non-cum. 


_ 
> 
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7 
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Group No. 2—Of a More Speculative Character But Having Good Prospects 


Maxwell Motor Ist pref. .................. 
Utah Securities 6s, 1922 


Seaboard Ry. adju. 5s, 1949 (inc.).......... 5 


Brooklyn Rapid Transit 7% notes, 1921 


SN ND I I, nn cecicccecasccbeees 7 


Times 

earned Approx. 

in 1917 Price 
2.1§ 67 
1.6* 87 
1.6f 60 
1.5* 95% 
2.1 81 


Div. or 
Int. rate 


3% cum.t 


Yield 
10.5% 
10. 
8.7 
8.9 
8.6 


cum. 


cum. 


*Times all int. charges of Co. were earned. fApprox. times earned under Govt. 
ranty of income. {Divs. now being paid in scrip. §For 1918, but this does not 
include profits on Govt. work nor deductions for excess profits tax; 80% of plant now 


on Govt. work. 


———————_—_——————— er 


to prices where yields are considerably less 
we have combed the field over for others 
to take their places. Those in Group No. 1 
are backed by satisfactory and in some cases 
very large earnings, are issued by companies 
which in our opinion have good prospects, 
have a fairly close market, and are entitled 
to be rated as good business men’s invest- 
ments. They are arranged substantially in 
order of merit in proportion to yield. 
Comment—The first 5 stocks in Group 
1 are very strong. Beth. Steel’s earnings 
will fall in peace, but the 8% pref. is amply 


Group 2: Maxwell was recently covered 
by Special Letter to our Investment 
Letter subscribers. Utah Securities, a hy- 
dro electric, shows steady expansion of gross 
and net, with very slight increase in pro- 
portional costs. Seaboard is protected by 
Govt. guaranty and _ possibilities for 
eventual growth. On B. R. T., see article 
Nov. 9 issue MAGAzINe oF WALL Street. Cuba 
Cane has splendid properties and, we believe, 
an assured future. Earnings will probably 
fall in peace but the pref. divs. should be 
secure. It is a growing company. 
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‘Southern Pacific’s California Oil Lands 


Combined with Mexican and Texas Properties— 
Company is Producing 23,000,000 Barrels Per 
Annum, Indicating it as the World’s 
Largest Producer of Oil 





By RICHARD D. WYCKOFF 





Gi president of the Mexican Pe- 
troleum Co. In a recent in- 
terview, a representative of THE Maca- 
ZINE OF WALL Street asked Mr. 
Doheny what he thought of Southern 
Pacific’s oil land holdings. He said, “If 
the company wins its suit, the value of its 
California oil holdings is incalculable.” 


HERE is no better posted oil man 
Ke in America than E. L. Doheny, 


Our map shows the location of the 
great Midway-Sunset and Coalinga fields, 
and the smaller McKittrick, Lost Hills 
and other minor fields. In the Midway- 
Sunset seetion are what are known as 
Naval Reserves No. 1 and No. 2. The 
Government already owns a number of 
other claims in that section, and there is 
no dispute as to their ownership, but the 
Southern Pacific Co. through its Fuel De- 








So. Pas., Assd Dil, & East Coast Oil 
Mexican Petroleum. 

Mexicon 

Texas Co. 


Cities Service. 
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FIVE LEADING OIL PRODUCERS 
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Table I shows the Southern Pacific 


Company’s lands in the San Joaquin Val-. 


ley, which is the great oil producing area 
of California, and we find that under 
only seventeen of its patents the company 
holds 1,003,899 acres, of which only 173,- 
570 are under attack by the Government. 
That is to say, 17% of its oil lands in 
this valley are a contingent asset, and 
probably a real asset. On the remaining 
83% the titles are not being attacked, and 
there is no apparent ground for any ac- 
tion on the part of the Government. 


partment owns nearly one half of both 
No. 1 and No. 2, and in the event that 
both the Elk Hills case and Civil Case 46 
be won by the Southern Pacific, the Gov- 
ernment will be placed in a position 
where if it desires to reacquire these 
lands, it must exercise its right of emi- 
nent domain and buy them back from 
the Southern Pacific. This, of course, is 
provided the Government decides to pro- 
ceed with its original plan to acquire and 
set aside these lands for the purposes of 
the Navy. An alternative would be for 
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the Government to stand on the same 
basis as any other consumer, which 
means that it must, if it chooses to ac- 
quire oil in excess of what it can obtain 
from its own lands, purchase its require- 
ments from the Southern Pacific or look 
elsewhere. If the Government loses its 


suit, a transaction involving the acquisi- 
tion of all these Naval Reserve lands 
would run into big figures. 


Its Oil Production Already Important 


To show the importance the Southern 
Pacific Company has already attained in 


the petroleum situation in that state and 
the possibilities of securing a rapid in- 
crease in the supply, the exigencies of 
war making this desirable. The commit- 
tee was composed of men of the highest 
rank professionally, actuated by no other 
motive than service to their country, so 
that their report may be regarded as ab- 
solutely impartial. On the committee 
were Max Thelen, geologist, now on the 
General Staff, War Department, at 
Washington; Eliot Blackwelder, pro- 
fessor of geology, University of Illinois, 








TABLE I—Southern Pacific Co.’s Lands in San Joaquin Valley, California, Showing 
Details of Patents, Acreage, Values Involved in Civil Case 46 and Elk Hills 
Cases, also Acreage Owned and Not Included in This or Any Other Government 
Suits. There Are About 173,000 Acres, 270 Square Miles, Involved in 
16 Suits Controlled by Civil Case 46, and the Elk Hills Case 


Date of 
Patent 


No. 
Suit 


No. 
Patent liest 
Aug. 30, 1883 
July 15, 1892 
Aug. 20, 1883 
July 15, 1882 
Aug. 20, 1882 
Aug. 16, 1882 


Mar. 21, 1892 
July 10, 1894 


Oct. 11 
Aug. 20, 1892 
ar. 14, 


Date of Selection 
test 
July 21, 1890 
Aug. 23, 1893 
Feb. 23, sane 


ay 14, 1892 
Dec. 30, 1895 


. 11, 1897 
July 12, 1892 
4, 1904 


Acres Min. Value 
Patented Pat. Attacked 
276,184.69 $ 10,000,000 
440,900.85 250,000,000 

1 50,000,000 


107,865.11 000, 
37,420.58 10,000,000 
14,091.44 


Acres 


Attacked 


4,370 
60,000* 
50,883 

( 18,346 


Institution 
of Suit 


=. 8, 1915 
. 20, 1912 
June 16, 1914 
an. 8, 1915 
an. 8, 1915 
an. 8, 1915 
an. 8, 1915 
an. 





~ 


31,937 100,000,000 
1,925 .00 1,000,000 
6,109 10,770.00 18,000,000 


173,570 1,003,899.99 $439,000,000 





t Patents Ios. 26, 27, 28, 32, 33, 42, 43, 46, 53, 59, 78 were attacked in one suit A-25. 











the production of oil, notwithstanding 
the fact that only a small portion of its 
oil lands have been exploited, we produce 
herewith a graph giving the production 
of California and Southern Pacific. Of 
the world’s output, Southern Pacific pro- 
duces 4.6% —a very high percentage for 
a single company. 

Out of every hundred gallons of oil 
produced in California, sixteen gallons 
are apparently consumed in Southern Pa- 
cific locomotives. Of this, 9,500,000 gal- 
lons come from the Southern Pacific’s 
Fuel Department, formerly the Kern 
Trading and Oil Co., the balance being 
purchased from the Associated Oil Com- 
pany and other smaller companies. 

In 1917 Governor Stevens of Califor- 
nia appointed a committee to investigate 





and D. M. Folsom, professor of geology, 
Leland Stanford University, California. 
Among its reports and recommendations 
we find the following: 

“In 1902 the Southern Pacific Railway 
used approximately 2,000,000 barrels of 
oil, while for 1917 the estimated con- 
sumption is 16,000,000 barrels for this 
one year. During this period the traffic 
efficiency of the railroad has increased 
so that the freight drawn one mile by 
the power developed from one barrel of 
oil has grown from 750 tons to 930 tons.” 

Here we have one of the secrets of 
Southern Pacific’s successful and profit- 
able handling of freight traffic. 

The committee further says: “The 
Southern Pacific Company, through its 
Fuel Bureau, formerly known as the 
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Kern Trading & Oik Company, owns the 
largest amount of land, principally in the 
West San Joaquin Field. This land is 
only partially developed, and is now in- 
volved in litigation which prevents fur- 
ther development. 

“As already explained, a large part of 
the best oil lands in the state are now 
withheld from development by Federal 
suits. These lands include nearly all the 
oil lands in the Buena Vista Hills and the 
Sunset Field, and about half of those in 
the Coalinga District. Yet these are al- 
most the only lands in the San Joaquin 
Valley which are capable of yielding a 
large increase in production.” 

To show how Southern Pacific dom- 
inates this most productive field of the 
state, the committee estimates that ap- 
proximately 57% of the preferred acre- 
age and 74% of the well locations on 
these lands are unavailable -for drilling 
unless some kind of decisive action is 
taken by the courts or the Federal Gov- 
ernment. Of these lands Southern Pa- 
cific owns : 

In Naval Reserve Section No. 2. 51% 
In Coalinga District 41 
In Sunset District 

These are the most prolific districts as 
regards yield per well in the state. 

In the lands which are tied up in these 
suits the Southern Pacific Co. owns 54% 
of the available well locations in the state. 
The committee estimates that wells could 
be drilled on these locations within 1% 
years, resulting in an increase in the 
Southern Pacific’s output of 45,850 bar- 
rels per day, or for a 300-day year, 13,- 
755,000 barrels. 


Expansion of Associated Oil 


Regarding the Associated Oil Co.: It 
would be well for our readers to examine 
the article by Preston S. Krecker on page 
1085 of Tae MaGazine or WALL STREET 
for October 12th, 1918, in which he says, 
speaking of the Associated Oil Co. (of 
which Southern Pacific owns the con- 
trolling interest), that “The belated re- 
sponse of the company to the sharp rise 
of petroleum is understood to have been 
due to the fact that it was tied up with 
long term contracts to deliver oil at stated 
prices. These contracts expired largely 
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in 1917, and since then Associated Oil 
has received full value for its oil. An- 
other reason for the big jump in earnings 
is the increased production that has re- 
sulted from the Company’s new policy of 
expansion. Originally the properties 
now comprising the Associated Oil Com- 
pany were owned by numerous independ- 
ent operators in the San Joaquin Valley 
of California. These eventually merged 
into one corporation, whose principal 
customer was the Southern Pacific Rail- 
* road.” 

Prior to 1916 the A. O. Co. was con- 
tent with developing its old fields, and 
made little effort to expand, but the tre- 
mendous demand for oil, caused by the 


per annum for this purpose. A reflection 
of these operations is already found in 
the balance after dividends for the half 
year: $2,302,195, compared with $208,- 
524 in the previous year—an increase of 
1150%. Bear in mind that this expan- 
sion has only just begun. What it means 
to Southern Pacific stockholders the 
future will determine. 

Combining the production of the 
Southern Pacific Co. and its subsidiaries 
in California, we find that they are pro- 
ducing at the rate of 19,500,000 barrels 
of oil per annum. This is 20% of the 
entire production of California, which 
state produces 28% of the entire produc- 
tion of the United States. 








PRODUCTION OF OIL BY STATES, ISI7 





California 28 % 
93,817,549 














Oklahoma 32% 
107,507,471 


Texas 9% 
32,413, 287 
Tilinois 5% 


15,776,860 


Louisiana 3 
Balance 4.77 


Kansas 11% 
36,536,125 























UNITED STATES 335,315,601 BBLS. 
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war, stimulated the management to reach 
out for new sources of supply. This pol- 
icy of expansion has been reflected in a 
much increased output. Production for 
1917 was 7,478,520 barrels, an increase 
of about 70% in three years, and the 
largest in the company’s history. 

From this it will be seen that this im- 
portant Southern Pacific oil subsidiary, 
of which it owns 51%, has now em- 
barked on a new stage in its career. Fur- 
ther proof of this is found in the Asso- 
ciated Oil earnings for the first six 
months of the 1918 year, which were net 
$5,692,235, compared with $2,959,761 in 
1917. It earned more in the first six 
months of its 1918 year than in any other 
full year in its history, with one excep- 
tion, 1917. 

In the half year, $1,808,828 was ex 
pended for drilling and other improve- 
ments, or at the rate of about $3,600,000 


It has been the practice of the company 
to exchange its light oil for the heavy 
fuel oils. The California committee 
drew attention to the fact that only a 
small portion of the Southern Pacific’s 
oils are refined and indicated its opinion 
that they should be. Were this done, it 
would add materially to the profits in 
Southern Pacific’s oil business. 

Transportation Facilities 

Facilities for transporting this oil are 
fusnished by Associated Pipe Line Com- 
panies. (One-half of this stock being 
owned by Southern Pacific Co. and one- 
half by Associated Oil Co., gives S. P. 
Co. a three-quarter interest.) The Pipe 
Line Company has 561 miles of 8-inch 
oil pipe line of 50,000 barrels daily ca- 
pacity. In tank cars, Southern Pacific 
and Associated Oil combined own 2914 
out of a total of 5232 owned by all other 
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oil companies and railroads of California. 
The capacity of these cars is 701,880 bar- 
rels out of a total of 13,033,503. The 
percentage of tank cars is 56, and their 
capacity is 54% of the total. 
Having in our previous article referred 
) the holdings and the production of the 


with Mexican Petroleum, ‘exas Coa pad 
other large producing co ies, operat 
ing in the Western Hemisp Whe! 
ures, where available, ar Sapwn in 
Table II. i ~4 

These figures indicate that the South- 
ern Pacific Co. is now the largest pro- 


7 TABLE II—1917 OIL PRODUCTION OF SOUTHERN PACIFIC AND 
SUBSIDIARIES, COMPARED WITH OTHER LEADING COS. 


Associated Oil Co. and subs 
Kern Tradi 
East Coast Oil Co 


ee Lo See 
Total all Southern Pacific Co.’s.. 


Mexican Petroleum 
Mexican Eagle 
Texas Co.* 

Cities Service Co.* 


: *Year ended June 30, 1918. 








East Coast Oil Company, the Southern 
Pacific’s Mexican subsidiary, we will 
now sum up and ascertain just where 
Southern Pacific, with its combined pro- 
duction of California, Mexico and sub- 


& Oil Co. (So. P. Fuel Dept.) 
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sidiaries elsewhere, stands in comparison 
ducer of oil in the world. At least, there 
are no figures available to show that any 
other company’s production rivals that of 
Southern Pacific. 


(OTHER ARTICLES ON THIS COMPANY WILL FOLLOW. ) 


THE INVESTMENT PRINCIPLES OF AN AMERICAN BUSINESS 
MAN 


Mr. A, R. Erskine, president of the Stude- 
baker Corporation, answers the question of 
how the head of one large American busi- 
ness concern invests his savings. 

When there is not a world war and the 
Government is not asking everyone to take 
all the Liberty Bonds they can, Mr. Erskine 
buys stocks—preferred stocks for the at- 
tractive investment returns they give and 
common stocks for the chances of profit 
they hold out. But he does not buy them 
until he has an accurate knowledge of their 
value; a knowledge based upon a study of 
the earnings of the companies and of the 
business and general conditions facing them. 
He does not act on the opinions of others. 
says: “If investors were always careful 
to be guided by facts instead of opinions, 
there would be fewer losses.” 

‘Knowledge of the value of a stock 
should be a prerequisite to its purchase.” 
This is the first investment principle that 
Mr. Erskine lays down. “Such knowledge 
of values, as distinguished from superficial 
opinions, or the opinions of friends,” he 
points out, “can only be obtained by a 


study of financial statements and of eco- 
nomic conditions. 

“Value,” he continued, “may be consider- 
ed as embracing the earning power as well 
as the intrinsic worth of the shares. Where 
the proportion of liquid or quick assets is 
large, the value, of course, becomes in- 
creasingly attractive. Earning power and 
assets, plus honest and efficient manage- 
ment, combine to make a stock an attrac- 
tive investment, provided always that the 
products or articles dealt in fill normal and 
essential needs of the people. 

“Preferred stocks of such corporations, 
with intrinsic book values of more than 
three times the outstanding stock and with 
avérage annual earnings of four or five 
times the dividend requirements, are attrac- 
tive investments for business men. In- 
vestments in such preferred stocks should 
be confined to those listed on the New York 
Stock Exchange, as thereby the investor has 
daily information of transactions and can 
immediately sell his stock whenever he 
chooses. There are a number of such stocks 
paying seven per cent dividends now sell- 
ing around par or under.”—World’s Work. 





Willys-Overland—Studebaker— 
Maxwell Motors 


Peace Prospects for Motor Companies—The Readjustment 
Period—Earnings and Financial Position 





By WILL D. BREEN 





ITH the armistice between the 
Allies and Germany signed and 
} hostilities definitely concluded, 
steps are now being taken by 
governmental bodies to remove the re- 
strictions which have been in effect on 
“non-essential” industries during the 
war period. Chief among these steps 
is the partial lifting of the limitations 
on the consumption of steel and coal by 
industries which were classed as 
not necessary to the successful pros- 
ecution of the war. In this category 
the automobile manufacturers are well 
up in front. Likewise they deserve the 
, popular title of “peace stocks.” 

It is true that the auto manufactur- 
ers turned their facilities without re- 
serve over to-the needs of the govern- 
ment and proved potent factors in the 
vast military organization developed 
by the United States since it entered 
the war in April of 1917. The cessation 
of hostilities found the majority of the 
companies devoting most of their en- 
tire capacity to the production of mili- 
tary necessities. 

The placing of war contracts with 
the auto manufacturers was fortunate 
for them, for they had received vari- 
ous cuts in steel allotments for auto- 
mobile production and on January 1 
next would have received no steel or 
coal at all for the manufacture of cars. 
The war work enabled the companies 
to keep their plants and organizations 
intact and to earn a tidy sum for their 
stockholders. 

Now comes the period of readjust- 
ment—from a war toa prere basis. No 
sane man can state that the change 
will be anything but. beneficial to 
the automobile makers. In a short 
while they will be able to resume 


business along normal lines and-it is~ 


certain that the business they will be 


called upon to handle will be very large. 

It is the opinion of leading automo- 
bile men that the industry will be big- 
ger than ever when full production is 
resumed. 

If there was any truth to the oft-re- 
peated claim during 1916, that the pro- 
duction of cars had overtaken the de- 
mand—the “saturation” point, it was 
generally called—there is hardly any 
ground for such a contention now. 
Since the middle of 1917 the industry 
has been under various degrees of re- 
stricted output which would have 
reached the climax of no production at 
all after January 1 next. In that per- 
iod there undoubtedly has accumulated 
a big new demand for passenger cars 
which will make itself evident as soon 
as manufacturers can start. 


Replacement Orders 


Furthermore, the replacement of ob- 
solete cars will give a further impetus 
to the demand. On this point automo- 
bile makers estimate the average life of 
a car at five years and as there were 
approximately 5,000,000 cars on the 
roads at the beginning of 1918 there is 
a potential demand for 1,000,000 cars 
annually from this source alone. A 
consideration of the above figures, 
coupled with the fact that in the big- 
gest year in its history, the twelve 
months ended, June 30, 1917, the entire 
industry produced 1,800,000 cars, shows 
the tremendous demand for cars which 
will follow the wake of the war’s end. 

A canvass of several large auto 
makers warrants the conclusion that 
the companies will resume automobile 
production the moment the govern- 
ment lets down the bars. Thete are no 
such braggart remarks as “changing 
from war to peace overnight.” Rather, 
auto men generally concede that it will 
take close to six months before their 
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plants can get back to quantity produc- 
tion. In the interim, of course, the 
manufacture will go ahead with pro- 
duction gradually reaching new levels 
until quantity production, with its max- 
imum efficiency and maximum profits, 
is obtained. The first definite sign of 
a return to peace basis came recently 
when the War Industries Board per- 
mitted an increase in auto manufac- 
turing from 25% of the 1917 output to 
75% of that year’s production. 


Studebaker Corporation 


The common stock of the Studebaker 
Corporation was one of the most spect- 
acular of the motor issues during the 
halcyon days of 1915 and 1916. In 
the former year it touched $195 a share 
as against a low of $20 in 1914. Since 
1915 it has been gradually declining. 
While the present price of around 
$65 a share is nearly double the low 
for this year, still it is but one-third 
of the top price of 1915. 

The statement is freely made that the 
Studebaker Corporation will emerge 
from the war in a very much stronger 
position than when this country en- 
tered the conflict. While the company 
was unfortunate, in that war orders 
were placed early this year just when 
it was making a success of its new 
model, it was fortunate in the character 
of the military business which it re- 
ceived. These orders, about a month 
ago, aggregated about $50,000,000 and 
required about 75% of the plant facil- 
ities. 

These favorable orders, which were 
among the largest placed with the 
company, were for 5,000 “motor car 
plants” for the British Government 
and for a large number of horse drawn 
vehicles. In both these cases there 
was practically no deviation from the 
company’s regular line of business, re- 
quiring little if any change in the 
tools, equipment and working forces. 

Other orders taken by the company 
were for machining shells. In this in- 
stance the government agreed to erect 
the plants and at the end of the war 
offer them to the company at a rea- 
sonable figure. If, as it is expected, the 
officials feel the demand for automo- 


biles will be such as to necessitate large 
manufacturing facilities, the company 
will have an opportunity to acquire a 
modern plant at a good figure—and it 
will be erected and practically ready 
for operation. 

Earnings this year are expected to 
run close to $12 a share on the com- 
mon stock, despite the fact that the 
production of cars has been practically 
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cut in half. The company, as pointed 
out above, has received orders for 
products, for war purposes, of which 
it has always been a large producer. 
These articles are mainly wagons of 
every description, there being little 
change required to make an industrial 
wagon fit for war purposes. Thus earn- 
ings this year will be ample to take 
care of the $4 dividend and make a 
much improved showing over the 
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$9.11 which was earned on the common 
in 1917. p 

Despite the fact that it found itself 
heavily stocked with raw materials 
in 1917, when the demand for automo- 
biles suffered a big slump following our 
entry into the war, the company’s 
working capital showed a decline of 
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but $1,500,000 over the previous year, 
and this in the face of an increase of 
$3,400,000 fin notes payable, mostly 
bank loans. This amount of borrow- 
ing, unquestionably large, has been 
materially reduced during the current 
year, resulting in a big improvement 
in the company’s financial condition. 


Studebaker’s earnings should pick 
up as the restrictions on output are 
removed, for now it has a model to 
offer to the public which, in the few 
months it was featured before output 
was reduced, received general approval. 


Willys-Overland 

The Willys-Overland Co. is the prod- 
uct of one of America’s geniuses, John 
N. Willys, who built up production 
from 323 cars back in 1908 to 142,000 
cars in 1916, the company’s record 
year. Total income of slightly more 
than $4,000,000 in 1913 was increased 
to more than $10,000,000 in 1917. 

With the same vision which he saw 
in the automobile trade, the founder 
of the company took hold of war condi- 
tions and acquired working control of 
the Curtiss Aeroplane & Motor Co., 
the largest producers of aircraft in this 
country, while lately he has been pre- 
paring for peace in the acquisition of 
the Moline Plow Co., probably the old- 
est manufacturer of farming imple- 
ments in the country. 

The company has been doing its full 
share in assisting the government, hav- 
ing taken approximately $75,000,000 
worth of war orders, made up mainly 
of aeroplane motors, trucks and gun 
carriages. The manufacture of motors 
for aircraft fitted in nicely with the 
business of the Curtiss Company and at 
the same time kept a considerable part 
of the machinery at its normal work. 
The same statement applies in the case 
of the truck orders, which were of con- 
siderable size, so that the company 
should find little difficulty in transform- 
ing its activities from war orders to 
its normal function of producing auto- 
mobiles. 

The company’s earnings this year 
should be favorable, inasmuch as it 
produced approximately 50,000 auto- 
mobiles in the first six months of 1918, 
or about 75% of the 1917 output. But 
even more important is the fact that at 
that time the company’s output and de- 
liveries were far below the demand for 
the cars. In the first half of the pres- 
ent year the demand for the cars was 
20% in excess of the actual production 
so that when output is again increased 
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Willys should find little difficulty in 
disposing of all the cars it can turn out. 

The acquisition of the Moline Plow 
Co., with its full line of farming equip- 
ment, is looked upon as a splendid 
stroke of business. Unquestionably 
there will be a tremendous demand 
for labor saving devices of all sorts af- 
ter the war and in no place will this 
demand be more urgent than on the 
farms where help is never too plentiful. 
The Moline company recently had an 
output of 50 tractors a day and the 
facilities of the parent company will 
be used to increase production. Fur- 
thermore, the selling force and agencies 
of the Willys company will be used to 
promote the distribution of the trac- 
tors. The Moline Co. is said to be the 
second largest maker of farm tractors 
in the country, being exceeded only by 
Henry Ford, and its product is the only 
tractor that will do all farm work with- 
out utilizing horses. The farm imple- 
ments are connected to the tractor and 
form a complete unit which can be 
operated by one man. 

Financial Position 

The company’s financial condition 
has been entirely transformed this 
year and the annua! report for 1918 
should show this improvement. A few 
months ago it had $10,000,000 in cash 
and loans of $8,000,000. This compared 
with loans of $18,000,000 and cash of 
but $9,000,000 at the beginning of 1918. 
Thus loans were reduced by $10,000,- 
000 while cash had actually increased 
$1,000,000, showing that the company 
was able to work off a large part of 
the heavy inventories carried at the 
close of 1917. 

Willys-Overland’s dividend policy is 
conservative, the dividend on the com- 
mon having been reduced to $1.00 per 
annum (4% as the stock is $25 par) 
last February; and on the return of 
normal conditions the former dividend 
rate of $3.00 should easily be earned 
from automobile production alone, not 
to consider the other interests the 
company has acquired since the coun- 
try entered the war. 


Maxwell Motor Co. 


The termination of the war and re- 
turn to normal conditions will benefit 
the Mawell Motor Car Co. greatly, be- 
cause the company has made but little 
money out of its war business to date. 
On the other hand it has always been 
able to obtain good profits from its 
output of passenger cars and light de- 
jivery trucks, for which there has a*- 
ways been a big demand. 

Some months ago the company 
entered an agreement with the Chal- 
mers Motor Co. whereby it operates the 
Chalmers plant and the two companies 
divide profits accruing from such op- 
eration. Together they have taken 
about $40,000,000 worth of war busi- 
css made up mainly of tractors, shells, 
artillery limbers and mine anchors 

Officials believe that after the war 
the Maxwell company will find a big 
demand for its regular line of pleas- 
ure cars and that its truck business, 
which was being built up in a splendid 
manner when the war cut down pro- 
duction, will resume where it broke 
off with a constant increase in demand. 

The war was of assistance to the 
company, in that it has been able by 
Government orders, to continue to de- 
velop its tractor output which was 
getting well started in 1917. Un- 
doubtedly there will be a big demand 
for this class of product after the war 
and the Maxwell company should get 
its share. 

At present the company is paying 
scrip dividends of 7% a year on its 
first preferred stock and no dividends 
on the second preferred or common. 
This condition is liable to continue for 
the present as the company had to in- 
crease its borrowings in the fiscal year 
ended July 31 last to the extent of $,- 
160,000, but.the longer outlook for the 
first preferred is very promising. 

On the whole the motor industry 
should prosper with a return to peace. 
The present schedules of automobile 
prices are well above those of a year 
ago and on this basis gross business 
of auto makers should be large. 





Peace Orders of Westinghouse 


Big Unfilled Business — Equity for Common Stock — 
Its Investment Position 





By PRESTON 


S. KRECKER 





ATURALLY, the question up- 
permost in the minds of inves- 
tors in stocks of such corpora- 

= tions as the Westinghouse 
Electric & Manufacturing Co. just now, 
is the readjustment of their business 
from a war to a peace basis. The 
Westinghouse Company is known to 
have booked large orders for shells and 
machine guns from the government be- 
sides having on its books a consider- 
able volume of “essential business,” 
which is indirect war business. Where 
does the company stand, now that the 
war has virtually ended? 

So far, according to officials of the 


TABLE I—UNFILLED ORDERS 
Value 


'22,097 
*39,776,739 
7147,857,580 
*Not including “war orders.” 


TOf which $110,185,007 was for regular 
products of the company. 


company, there have been no cancel- 
lations of any orders on its books. It 
still is turning out shells at its Essing- 
ton plant and is making machine guns 
in its New England shops. Persons 
with authority to speak say that it is 
entirely too early to form any opinion 
of the intentions of the government 
and, in the mean time, they do not 
care to make any predictions. But 
they regard it possible that the gov- 
ernment will complete existing con- 
tracts, particularly of machine guns as 
the American army is short of the 
necessary quantity of these important 
modern engines of war and will find 
it necessary, probably, to maintain the 


army on a war footing for months to 
come. 

But, whether or not the Westing- 
house Company’s war contracts are 
cancelled, the management is not do- 
ing any worrying, because of the large 
percentage of business on its books 
which cannot properly be classed as 
war business. 

Big Unfilled Orders 

The Westinghouse Electric & Man- 
ufacturing Co. started the current 
fiscal year on April 1 last with ap- 
proximately $148,000,000 of unfilled or- 
ders on its books or more than three 
times the total as of April 1, 1917, 
which up to that time held the record 
for volume in the history of the cor- 
poration as will be seen from a study 
of Table I. These $148,000,000 orders 
were sufficient to keep the plants of 
the company operating at capacity for 
18 months. Shipments are being made 
at the rate of betweén $12,000,000 and 
$13,000,000 a month or between $145,- 
000,000 and $155,000,000 a year. Fully 
sixty per cent of this unprecedented 
volume of business consists of com- 
mercial or regular products of the 
company which are occupying the 
“peace” plants of the company to cap- 
acity. Operations in none of these 
plants will be affected by the can- 
cellation of war orders, if any are re- 
ceived. 

To handle this huge volume of or- 
ders the Westinghouse Company en- 
tered the new year with working cap- 
ital of $60,548,532 or about 40 per cent 
of its gross unfilled business without 
including among current liabilities an 
outstanding issue of $15,000,000 one- 
year notes which mature Feb. 1, 1919. 

Gross sales of the Westinghouse 
Company have increased consistently 
in the last decade and the solid founda- 
tions of its prosperity were not laid 
on war orders, although the business 
arising from the war tremendously ac- 
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celerated this prosperity. Last year 
total sales were six times what they 
were a decade before, the exact figures 
being $20,606,542 and $95,735,407. Net 
manufacturing profits have shown an 
even larger proportionate growth be- 
cause the management has succeeded 
in reducing the ratio of operating ex- 
penses to gross sales. Whereas that 
ratio was 96.8 per cent in 1909, last 
year it was only 83.3 per cent with the 
result that profits from sales last year 
were $15,509,470 against only $650,784 
in 1909, an increase of nearly 2400 per 
cent. 


Income from Investments 


However, the Westinghouse Electric 
& Manufacturing Company is not sole- 
ly dependent upon its manufacturing 
profits for its income. It derives a 
handsome revenue from investments, 
as will be seen from a study of Table 
II. As of April 1 last the book value of 
these investments was $19,212,072 and 
their average yield was 4.70 per cent. 
The income derived from them totalled 
$903,559, which was equal to 22.6 per 
cent on the $3,998,700 preferred stock 
or three times the preferred dividend 
requirements. The average gross in- 
come of the company available for in- 
terest charges and dividends during 
the ten-year period was $8,051,858, 
which was equivalent to 11.11 per cent 
on the average capitalization of $72,- 
466,919 outstanding during that period. 

The Westinghouse Electric & Manu- 
facturing Co. is one of the wise cor- 
porations which not only “makes hay 
while the sun shines” but which also 
“lays aside a nest egg for a rainy day.” 
The management of the reorganized 
company has been consistently to 
build up a good surplus and maintair 
sufficient working capital. A total sur- 
plus of $9,325,000 ten years ago, has 
been increased to one of $26,404,695 in 
1918. This accumulation has been the 
outgrowth of a conservative dividend 
policy as exhibited in Table III. 

The company earned nothing on its 
common stock in 19U¥. Atter it turned 
the corner it delayed dividend action 
until it had earned 25.76 per cent on 
its common stock. Then, in 1912 the 


directors distributed 1 per cent. The 
following year they increased the rate 
to 3 per cent and thereafter they grad- 
ually raised it to 7 per cent after which 
it shares alike with the preferred stock 
any increase. Last year 7% per cent 
was paid on each class of stock, the ex- 
tra half of one per cent having been a 
special Red Cross dividend. In the 
last ten years the average profits earned 
on the common stock have been 11.07 
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per cent a year but the directors have 
distributed only an average of 3.15 per 
cent annually. 


Equity for Common Stock 

The effects of this conservative pol- 
if are seen in the large equities es- 
tablished for the common stock, plac- 
ing the company on a solid financial 
basis for years to come. The company 
began the fiscal year with current as- 
sets—cash, notes receivable, accounts 
receivable and inventories—totalling 
$98,710,179 and current liabilities of 
$38,318,258, leaving net working cap- 
ital of $60,391,291, equivalent to $32.76 
a share or 65.52 per cent on the $70.- 
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813,950 common stock outstanding af- The market for Westinghouse has 
ter allowing par value for the $3,998, been a disappointment to investors who 
700 preferred stock. Total investments — have been attracted to it by the pros- 
of a book value of $19,212,072 are not 


counted as current assets although they 


represent a considerable investment in TABLE III—NET INCOME 
Liberty bonds which are readily con- Earned 
Net on Paid on 


vertible into cash almost at par. Seems Cae, Gam 
The bonded debt of the Westing- 1909  *$018,683 0% +©—-0% 

house Company is small, consisting 1910 7.50 0 

principally of the $15,000,000 one-year 1911 12.10 

6 per cent gold notes outstanding and a ny 

due Feb. 1, 1919. Fortunately the war 934 10.73 


is over and the company will probably 1915 4.63 
1916 20.43 5% 
ou 1917 18,079,889 25.13 6% 
1918 15, ‘405, 681 21.36 7% 9,794,833 


TABLE I'—INCOME FROM INVEST- — «Defcit. 
MENTS FOR EIGHT YEARS 


Book Income Average ‘ 
Value of from Viel perity of the company. The common 


' Investm’ts Investm’ts % stock is selling around 45 at present 

$24,034,636 $ 615,299 2.54 writing, equivalent to 90 for stock of 

720,681 3.08 par value of $100, or on about an 8.4 

647,908 2. per cent basis, which is comparatively 

718,282 3. “ ; Bye 

686,239 cheap but after all is not out of line 

669,243 with the rest of the market. Westing- 

1,027,808 5. house should be able, on the average, 

19,212,072 903,559 4. to maintain its earnings near those of 
uss the past decade and to continue the 7 


per cent regular dividends on the com- 
be able to finance this obligation with- mon stock. Under peace conditions 
out inconvenience such as might have the investment value of the stock 
been experienced had the war contin- should be at least its par of $50, which 
ued and the strain on credits continued would give a 7 per cent income return 
unmitigated. from current dividends. 








BANKERS FAVOR PERMANENT CAPITAL ISSUES COMMITTEE 


That some body similar to the Capital Issues Committee should be formed to 
succeed to its functions was the unanimous opinion voiced at a recent meeting of the 
full committee of the Second Federal Reserve district in New York City. 


The meeting resolved itself into an interchange of views on the suggestion that 
a permanent Capital Issues Committee be formed. 

All of those present said that they recognized the danger of a flood of wildcat promo- 
tions after peace is declared and the restrictions on capital issues enforced as a war time 
measure are lifted. They agreed that some legislation is necessary to cover the situa- 
tion. Bankers drew attention: to the fact that in all probability existing postal laws 
are sufficient to cover cases of fraud if these are brought to the attention of the proper 
authorities, but the suggestion was made that the government should go further and 
form a body which should pass on all new issues, and in this way head off possible 
fraudulent and wildcat schemes before they can be launched. This, in particular, is 
where the present Capital Teouss Committee performed-a valuable service to the public, 


it was explained. 
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Railroad and Industrial Digest 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





BALTIMORE & OHIO—Improvements 
—The yards at Grafton, West Virginia, are 
to be doubled in size and work will begin 
immediately. Machine shops and a new 
roundhouse are also to be built at Grafton 
and other improvements in the same neigh- 
borhood will soon be under way. Double 
tracking of 70 miles of line between Fair- 
mount, W. Va., and Connellsville, Pa., is 
—e to be finished in the not distant 
uture. 


_ CHICAGO GREAT WESTERN—Earn- 
ings—Sept. gross was $1,880,450, as com- 
pared to $1,419,398 in 1917. Net after taxes 
was $2,961,840, as compared to $241,312 in 
1917. Net operating income was $223,484, 
as compared to $189,082 in 1917. Nine 
months gross was $14,896,588, as compared 
to $12,696,460 in 1917. Net after taxes was 
$1,271,342, as compared to $2,326,289 in 
1917. Net operating income was $867,265, 
as compared to $2,024,967 in 1917. 


CHICAGO, MILWAUKEE & ST. PAUL 
—Earnings—Federal Manager Byram says 
that as a result of heavier loading per car, 
there has been an increase in tonnage 
hauled and even without an increase in 
rates, St. Paul’s earnings would be higher 
than a year ago. War work and conse- 
quent shifting of industrial and commercial 
activities are aiding substantially to the 
volume.of travel. Mr. Byram said that the 
company would build 5,000 box cars at its 
Milwaukee shops on an order from the Gov- 
ernment, but added that he did not look for 
$11,000,000 equipment trust which had been 
reported. No new construction is planned 
and the officials of the road expressed 
themselves as well satisfied with the opera- 
tion of the electrified line across Montana. 
First electric train over the route will arrive 
in Seattle on July 1, 1919, unless unforseen 
delays occur. The electrification begins at 
Othello, in eastern Washington, and ends 
at Tacoma, covering a distance of 220 miles. 
With the 440-mile electric system through 
the Rocky Mountains, the company will 
have 660 miles of electric railroad. 


HOCKING VALLEY RAILWAY CO. 
—Notes Extended—Kuhn, Loeb & Co. and 
the National City Company have announced 
to holders of the company’s 6% notes, due 
on November Ist, that they may have the 
privilege of extending the notes at 6% until 
February Ist, 1919. The plan has the ap- 
proval of the United States Railroad Ad- 
ministration. Director General McAdoo 
has agreed to advance funds necessary to 
provide on maturity for any of these notes, 
but the Railroad Administration desires 
that all railroad corporations, as far as 
possible, shall provide for their own finan- 
cial requirements. Another item of interest 
is the fact that the Supreme Court of Ohio 
has set aside two judgments aggregating 
over $3,000,000 obtained against this com- 

any by bondholders of the Kanawha & 
Hocking Coal & Coke Company bonds last 
December. This judgment was obtained 
against the Hocking Valley as guarantor of 
these bonds. Hocking Valley is a sub- 
sidiary of the Chesapeake & Ohio. 


LEHIGH VALLEY—Advances by Gov- 
ernment—Director General McAdoo Nov. 
1, 1918, announced that total advanced to 
company April 1 to Nov. 1, 1918, exclusive 
of current earnings immediately applied, 
was $3,500,000. Federal control agreement 
between Director General and this com- 
pany placed amount of compensation at 
$11,321,233, subject to such charges and cor- 
rections as the Interstate Commerce Com- 
mission may determine and certify to be 
requisite. 


LOUISVILLE & NASHVILLE — Tax 
Suit Dismissed—Supreme Court has dis- 
missed for want of jurisdiction this com- 
pany’s suit to knock out Alabama’s corpora- 
tion tax which Lower Courts upheld. 


MISSOURI, KANSAS & TEXAS—Ad- 
vances by Government—Director General 
McAdoo announced that total advanced to 
company April 1 to Nov. 1, 1918, exclusive 
of current earnings immediately applied, 
was $2,645,000. 
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NEW YORK CENTRAL—Loan Ex- 
tended—Loan of $6,000,000 at 6% interest 
by Central Trust Co, in May, 1918, had been 
extended for six months at the same rate 
of interest. 


NEW YORK, SUSQUEHANNA WES- 
TERN—Earnings—Sept. gross was $344,019. 
This compares with $276,701 in 1917. Net 
after taxes was $16,802 as compared with 
$30,260 in 1917. Net operating income was 
$13,640 as compared with $35,814 in 1917. 
Nine months gross was $3,084,357 as com- 
pared with $2,665,843 in 1917. Net after 
taxes was $133,791 as compared with $495,- 
435 in 1917. Net operating income was $167,- 
159, which compares with $501,319 in 1917. 


NORTHERN PACIFIC — Government 
Compensation—Amount of compensation to 
be paid as certified by Interstate Commerce 
Commission was stated as $30,130,069, 
which amount, however, is subject to slight 
modification. The Government contract 
was authorized by stockholders on Oct. 25. 


PENNSYLVANIA (Lines East)—Earn- 
ings—Sept. gross was $37,110,221. This 
compares with $26,361,482 in 1917. Balance 
after taxes was $3,950,383 as compared to 
$6,280,156 in 1917. Net operating income 
was $3,747,956 as compared to $5,813,509 in 
1917. Nine months gross was $263,290,512 
as compared to $217,048.345 in 1917. Bal- 
ance after taxes was $19,107,532 as compared 
to $44,075,753 in 1917. Net operating income 
was $14,586,074, which compares with $40,- 
615,828 in 1917, 


(Lines West)—Sept. gross was $9,336,261 
as compared to $7,190,353 in 1917. Bal- 
ance after taxes was $1,024,324 as com- 
pared to $1,707,494 in 1917. Net op- 
erating income was $1,190,377 as com- 
pared to $1,709,936 in 1917. Nine months 
ross was $67,006,846 as compared to $58,- 
87,502 in 1917. Balance after taxes was 
$3,712,187 as compared to $10,354,549 in 1917. 
Net operating income was $2,302,471 as com- 
pared to $8,732,335. 


PITTSBURGH & WEST VIRGINIA— 
Segregation of Coal Properties Indicated— 
Steady accumulation of stock by one of 
large banks connected with United States 
Steel Corp. was said to be in anticipation of 
segregation of its coal properties from rail- 
way property. The Pittsburgh & West 
Virginia owns through its subsidiary, Pitts- 
burgh Terminal R. R. & Coal Co., about 
15,000 acres of most valuable coal land, said 
to contain best grade of coking coal in the 
Pittsburgh district. On three separate oc- 
casions Carnegie Steel Co. opened negotia- 
tions for purchase of these coal properties, 
but on each occasion failed to interest Pitts- 
burgh & West Virginia officials. While an 
actual purchase therefore appears improb- 


able, it naturally follows that owners of 
Pittsburgh & West Virginia stock will re- 
ceive, under the segregation plan, stock in 
the coal company and that the extent of 
the railroad company stock holdings will 
determine the extent of the voice in coal 
property’s management. The coal property 
in 1918 will earn approximately $1,500,000 
net after all charges for liberal depreciation, 
repairs, etc. This is equivalent to three 
times railway company’s pfd. dividend re- 
quirements. The coal company has about 
$2,000,000 cash of Government bonds in its 
treasury, while the railroad company has 
about $1,800,000. 


SEABOARD AIR LINE—Earnings— 
Sept. gross was $3,971,222 as compared to 
$2,492,373 in 1917. Balance after taxes was 

28,682 as compared to $562,412 in 1917. 
Net operating income was $916,231 as com- 
pared to $574,336 in 1917. Nine months 

ross was $28,604,483 as compared to $21,- 
39.978 in 1917. Balance after taxes was 
$3,887,085 as compared to $5,361,025 in 1917. 
Net operating income was $3,383,920 as 
compared to $5,114,711 in 1917. 


TEXAS & PACIFIC—Stock Strong— 
In an active market, shares of this road 
made a new high record of 27% on Novem- 
ber 8th. Expected improvements in the 
Mexican situation will aid Texas & Pacific 
as the road has a connection with the Na- 
tional Railways of Mexico at El Paso. In 
addition, the line runs from New Orleans 
across the northern part of Texas and pen- 
etrates the new oil fields of that section. 
Texas & Pacific has some land of its own 
in this region and it may be that the man- 
agement will itself attempt oil exploration. 
It is estimated that the Government’s guar- 
antee of earnings for Texas & Pacific will 
equal between 3%4% and 4% on the stock. 
The road has been in the hands of a re- 
ceiver since 1916. This receivership was 
brought about more because of the neces- 
sity for financial readjustments rather than 
absolute failure of earnings to protect in- 
terest on funded debt. 


UNION PACIFIC — Earnings — Sept. 

ross was $10,527,836. This compares with 
$7.204,241 in 1917. Balance after taxes was 
$4,738,845 as compared to $3,024,141 in 1917. 
Net operating income was $4,693,897 as 
compared to $2,938,716 in 1917. Nine months 
gross was $69,858,763 as compared to $54,- 
346,106 in 1917. Balance after taxes was 
$24,838,445 as compared to $19,049,059 in 
1917. Net operating income was $25,363,- 
583, which compares with $18,897,282 in 1917. 


WESTERN MARYLAND—Advances by 
Government—Director General McAdoo an- 
nounced that total advanced April 1 to Nov. 
1, 1918, exclusive of current earnings imme- 
diately applied, was $1,812,000 
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AMERICAN MALTING—Annual Re- 
port—For year ended August 31, 1918, de- 
ficit, after charges, war taxes and preferred 
dividends was $289,247, compared with a 
surplus of $345,574 for the previous year. 
Gross earnings decreased from $990,767 to 
576,618. As of August 31, 1918, total profit 
and loss surplus was $2,051,350. From 
sale of unused property during the year 
company derived $201,795. Action has been 
taken by preferred stockholders looking to- 
ward the dissolution of the company, and 
the Board of Directors elected at the annual 
meeting on November 14 will probably de- 
cide the question. 


ATLANTIC GULF & WEST INDIES— 
Reduces Bonds—Company since the first of 
the present year has cut down the total of 
securities ahead of the common stock by 
about $2,500,000. This follows a similar re- 
duction of $2,800,000 in the 1917 year, and 
$1,900,000 in 1916, making total amount of 
bonds and preferred stock purchased by 
company or its subsidiaries since Dec. 31, 
1915, about $7,200,000. 


CRUCIBLE STEEL — Earnings — For 
year ended August 31, 1918, showed earn- 
ings equal to $48.24 on the common stock. 
In the previous year, $18.83 was earned, but 
back dividends on the preferred were de- 
ducted in that year. Profit and loss surplus 
as of August 31, 1918, was $8,325,592, com- 
pared with $6,263,464 August 31, 1917. In 
their remarks to stockholders, Chairman 
Du Puy and President Wharton said: 
“In order to maintain our service we are 
today carrying very much larger inventories 
than were required two years ago. Even if 
the inventory was the same in volume for 
the current year as in 1916, it would cer- 
tainly represent now at least twice the ac- 
tual value which it did two years ago. The 
earnings of the company have been quite 
satisfactory, but, owing to the financial re- 
quirements to meet heavy costs of new con- 
struction, together with increased inven- 
tory-outlays and heavy tax-demands to be 
made upon us, the management has con- 
cluded that, as far as possible, what re- 
mains of the company’s income should at 
this time be conservatively treated as a pro- 
tection against the uncertainties of the 
early future. Should the war suddenly ter- 
minate, there must inevitably follow a sud- 
den shrinkage in orders and consequently 
a drastic readjustment in material values 
from the very reason that the conditions 
which occasioned the rise will be reversed. 
Probably the greatest problem we are 
forced today to meet is the shortage of 
labor. This deficiency is found at all of 
our mills. The managers appeal for help, 
but it cannot be found. Wages paid are by 
far the highest ever received by our em- 
ployees. Even under these adverse circum- 
stances, the management is striving to meet 


in the most efficient way the great demands 
made upon our mills by the Government’s 
war programme.” Whether the Crucible 
management intended to advise common 
shareholders not to be too expectant re- 
garding possible dividends remains to be 
seen. 


DISTILLERS SECURITIES—Chances 
of es Spirits Distillation—On date 
peace is ratified ban on distillation of spirits 
will be lifted under provisions of food law. 
Company’s five distilleries around Louis- 
ville will be able to satisfy all possible de- 
mands for whiskey. When powder makers 
cease to call for deliveries, most of the big 
present alcohol production will disappear. 
However, demand for industrial alcohol in 
paint industry is expected to be substantial. 
Distillers has been a comparatively liberal 
seller of whiskey at current prices, and may 
end the war with something less than 3,000,- 
000 gallons. At beginning of 1918 amount 
oo hand was said to be about 9,000,000 gal- 
ons. 


_ INTERNATIONAL NICKEL — Earn- 
ings—For six months ended September 30, 
1918, earnings were equal to $2.04 a share on 
the common stock, compared with $2.68 for 
same period of 1917. Total income for first 
half of 1918 was $7,809,342, an increase of 
$102,279, but heavier taxes cut down the 
surplus for stock. About $1,000,000 more 
than in the first half 1917 was set aside to 
cover U. S. and Canadian taxes in first six 
months of 1918. International Nickel has 
been substantially handicapped by the 
double tax burden. It does business under 
New Jersey laws, and its mines are located 
in Canada. 


MAXWELL MOTOR—Annual Report 
—For year ended July 31, 1918, earned $4.82 
a share on the common stock, after deduct- 
ing 7% on the first preferred stock and 6% 
on the second preferred. This compares 
with $29.63 earned on the common for the 
previous fiscal year. At the end of the 
fiscal year the profit and loss surplus was 
$8,567,125 against $8,017,444 the year before. 
Maxwell is paying the dividend on the first 

referred stock in scrip, and suspended div- 
idends on the second preferred and common 
shares. If with the end of the war, the 
Government allows the automobile makers 
to resume the production of pleasure cars 
on something approaching a normal basis, 
the resumption of cash dividends on the 
first preferred may be attempted, and an 
a in net profits may be looked 
or. 


MIDVALE STEEL—Earnings—In quar- 
ter ended September 30, 1918, ened net 
ce after charges and war taxes of $7,- 
93,627, equal to $3.89 a share on the 
stock outstanding. This compares with $4.27 
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earned in the preceding quarter and $4.02 in 
the September quarter of 1917. For the 
nine months ended September 30, 1918, 
earnings on the stock were equal to $12.06 a 
share, compared with $11.67 a share for the 
same period of 1917. Midvale shares have 
suffered in the decline in steel stocks which 
followed the news of the signing of the 
armistice, and while earnings thus far in 
1918 have been satisfactory, the market is 
not reflecting that factor, but is worrying 
more about what the company may expect 
in the way of revenues in the months to 
come. Midvale is a company whose earn- 
ing power has never been tested in normal 
times. 


NATIONAL CONDUIT & CABLE— 
Earnings—For quarter ended September 30, 
1918, deficit of $483,380 after charges, com- 
pared with deficit of $102,055 for the June 
30 quarter. It is stated that the losses re- 
ported in the September quarter reflected in 
part accumulated losses of previous months. 
In that quarter the company charged off 
all losses incurred from the rejection of de- 
fective cartridges by the Government. Ap- 
parently the cartridge contract was very 
unsuccessful. 


PIERCE - ARROW—Earnings—In Sep- 
tember quarter earnings were equal to $2.74 


a share on the common stock, the surplus 
standing at $886,759, after allowing for 
charges, preferred dividends and war taxes. 
In the preceding quarter $2.85 a share was 
earned on the common stock, and in the 
first quarter about $4 a share was earned, 
making a total for the nine months of ap- 
proximately $9 a share. Naturally taxes are 
heavier, and this accounts largely for the 
smaller surpluses recorded. he common 
stock is paying dividends of $5 a share an- 
nually, and the shares moved from about 
40 to 50 in the rise which preceded the 
signing of the armistice. 


SAVAGE ARMS—Report—For quarter 
ended Sept. 30, 1918, reports surplus after 
charges, war taxes and preferred dividends 
of $249,918, equivalent to $2.86 a share 
earned on $8,715,000 common stock. In 
June, 1918, quarter, company showed sur- 
plus of $450,603, or $5.17 a share on com- 
mon and in September, 1917 quarter, a sur- 
plus of $564,468 or $6.47 a share. Has com- 
pleted plans for an extension to its works 
at Sharon, Pa., costing $300, The im- 
provements include a new power plant and 
an addition to the shops for making field 
guns, and light and heavy Browning ma- 
chine guns. 


STUDEBAKER — Earnings —According 
to a director, company is expected to earn 
considerably more in 1918 than in 1917 
when $9.11 a share was earned on the com- 
mon stock. At least $12 a share is ex- 


posted to be returned this year. While over 
5% of capacity is given to Government 
work, the officials of the company have little 
fear over the transition period, and expect 
to meet the readjustment from a war to a 
peace basis with no serious trouble. 


UNITED FRUIT—Financial Position— 
According to report, inventory of company 
is not expected to shrink under peace condi- 
tions. As all of the big steamers were built 
before the war or on contracts placed be- 
fore the war, there is no “inflated” tonnage 
on the books. Shipping is said to be carried 
at $60 a ton, compared with present value 
of over $200 a ton. The company has a 
surplus of $40,000,000, equal to $80 a share, 
but nevertheless increases in the $8 divi- 
dend rate are not expected. Note obliga- 
tions, which are in the neighborhood of 
$5,000,000, will be cleared up it is expected 
before any consideration will be given to 
the question of increasing dividends. At 
about the time the armistice was signed it 
was reported that the Government had re- 
quisitioned all of the United Fruit boats 
that had not already been requisitioned. 


U. S. RUBBER—Big Earnings Forecast 
—Predictions made that for 1918 earnings 
will be close to $35 a share on the com- 
mon stock, after making allowances for in- 
creased war taxes. If the $35 a share esti- 
mated for 1918 is used, U. S. Rubber in the 
three years, 1916, 1917 and 1918 earned a 
total of $79 a share on the common stock. 
This entire amount was retained in the 
property. Common dividends were sus- 
pended in July, 1915. U. S. Rubber com- 
mon has been conspicuous for its strength 
in the market lately, and it has attracted 
a compartively wide following. The rise 
was said to be predicated upon current 
earnings and “peace prospects.” 


WESTINGHOUSE AIR BRAKE — 
Orders—Reported to have $11,000,000 orders 
on hand, very little of which is brakes for 
European railroads. The company no long- 
er has any munition contracts. 


WOOLWORTH — Earnings — Sales in 
October were $9,331,384, a decrease of $279,- 
150, compared with the year previous. For 
the ten months ended October 31, sales were 
$81,656,118, a gain of $7,231,820. The in- 
fluenza epidemic is held accountable for 
the falling off in October. Normally the 
month shows a good gain in earnings, and 
is about the third best month of the year. 
This year some of the stores were closed 
by the health authorities, and Saturday 
night business was prohibited. It will be 
interesting to watch what effect, if any, the 
anticipated wage readjustment throughout 
the country will have on the business of the 
company. 





PUBLIC UTILITIES 


Northern States Power Turns Corner 


Both Gross and Net Earnings for September Show a Satisfac- 
tory Increase—No Maturities Before 1923—Possible 
Resumption of Dividends 





By F. L. FONTAINE 





EW if any companies have come 
through the recent trying pe- 
# tiod for public utilities in bet- 
== ter shape physically and finan- 
cially than the Northern States Power 
Co. The management may point with 
a most justifiable pride to its success. 
This does not mean particularly the 
resuits in mere dollars and cents, but 
actual accomplishment in combating 
increases in cost, and at the same time 
meeting the great demand for service 
and keeping the property in shape to 
i.andle this demand. 

For almost two years, although the 
company’s gross earnings have shown 
a splendid advance, the increasing 
costs over which the management has 
had no control have made it impossible 
to show any increase in net earnings. 
But a change appears to have taken 
place. In September gross earnings 
of $666,700 compare with $562,300 in 
September 1917, while net earnings af- 
ter taxes were $245,900, as against 
$225,600 in September 1917. Here then 
is an increase of 16% in gross earn- 
ings. The important part is that there 
was an increase of almost 9% in net 
earnings, or in other words, the fact 
that the company is again able to save 
a part of its gross earnings for net. 

It was necessary early this year to 
suspend common dividends, but never 
for a moment was the preferred div- 
idend in danger. Perhaps the best in- 
dex of the value of the properties and 
the ability and judgment of its man- 
agement, is found in the readiness of 
some of the best banking houses in 
the country to underwrite new secur- 
ities. The company has done consid- 


erable financing in the last two years 
but the money so secured has been 
well and profitably expended. 

The preferred stock is now about 
eight points and the common almost 
20 points above the prices of about 
two months ago. The price of the 
latter would seem to reflect the belief 
in public utility circles that it will not 
be long before the company will re- 
sume common dividends. 

Whether this expectation will be 
realized is hard to say. Under the trust 
agreement of the 7% notes issued re- 
cently, the company must, if it pays 
any cash dividends, in the year ended 
June 30, 1919, redeem on August 15th 
of that year, notes of the face amount 
equal to any such dividend. _In case 
any such dividends are declared in any 
of the years ended June 30, 1920, 1921 
and 1922 in excess of the amount of 
notes to be retired in the sinking fund, 
from $300,000 to $400,000 each year, 
the company must retire and cancel on 
August 15th of that year an additional 
amount of such notes equal to the dif- 
ference between such dividends and the 
sinking fund requirements. Whether 
this provision will retard the resump- 
tion of dividends, depends to a very 
great extent on how fast the abnormal 
operating expenses of the present time 
may be reduced. 

Dividend Possibilities 

It is of course only a question of 
time when operating expenses will get 
down nearer a normal basis. But 
gross income will hardly fall below that 
for the 12 months ended June 30, 1918. 
Had expenses for this period been in 
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the same ratio as those for 1916, and 
assuming that fixed charges approxim- 
ated about $2,000,000 as they do to- 
day, then gross earnings would have 
been equivalent to about 15% on the 
preferred stock outstanding and to 
over 17% on the common. On such 
a basis, the company could easily re- 
sume dividends on the common stock 
and apply the same amount to the re- 
demption of the notes. 

The Northern States Power Co. is a 
holding company and was organized in 
the latter part of 1909. About 23% of 
the common capital and a small part 
of the preferred stock is owned by the 
Standard Gas & Electric Co. Within 
the first three or four years of its ex- 








Minneapolis, General Electric 5s of 
1934, through the authorization of an 
issue of first and refunding 5% bonds. 
The Northern States Power Co. of Del- 
aware, the parent and holding com- 
pany, has an authorized capital of $50,- 
000,000 common and $50,000,000 7% 
cumulative preferred. There is now 
outstanding $6,170,000 of the former 
and $15,014,600 of the latter. 

With the exception of the $7,469,000 
Minneapolis General Electric Co. first 
mortgage 5s, which is a closed mort- 
gage, the only funded indebtedness out- 
standing is that of the Northern States 
Power Co. of Minnesota. This com- 
pany has an authorized issue of $100,- 
000,000 first and refunding mortgage 








NORTHERN STATES POWER 
Operating Statistics 


1912 
37,719 


Electric, consumers 
Gas, consumers 
Steam heat, consumers 
Telephones, consumers 
Motors connected 

H. P. in motors 


1916 
81,774 
11,296 

685 689 
1,602 1,918 

9,790 11,237 

83,471 102,247 


1917 
95,840 
11,782 

716 

2,159 

12,734 
172,689 


1914 
56,945 
10,190 

666 
1,439 

8,686 

73,284 


1915 


68,306 
10,729 


1913 
45,518 
9,846 
634 
1,300 














istence, the company had some rather 
difficult financial problems to solve. 
These were solved successfully how- 
ever, and finally in 1916 a broad finan- 
cial plan was put into effect by 
which the make up of the organization 
was changed to some extent and its 
financial structure very much simplified. 
The Northern States Power Co. of 
Minnesota was organized and acquired 
either directly or through control the 
properties formerly controlled by sub- 
sidiary companies. It now owns or 
controls and operates electric light and 
power, gas, steam heat and several 
other utility properties in Minnesota, 
North and South Dakota, Illinois and 
Wisconsin and several small towns in 
Northern Iowa. All of the stock of the 
Northern States Power Co. of Min- 
nesota is owned by the Northern States 
Power Co. of Delaware. 

By the simplified financial plans put 
into effect in 1916, all of the funded 
debt of the smaller subsidiaries was 
retired with the exception of $7,479,000 


5% bonds due 1941 of which there is 
now outstanding $23,068,500, an issue 
of $12,000,000 ten year 6% notes of 
1926, of which there is outstanding $7, 
805,000 and an issue of $3,500,000 five 
year sinking fund convertible 7% notes 
due 1923, of which there is outstand- 
ing $2,000,000. 


Largely Electric Service 


Over 87% of the gross earnings of 
the Northern States Power Co. is de- 
rived in the generation, transmission, 
and distribution of electric light and 
power. As a matter of fact about 95% 
of its net earnings in the calendar year 
1917 was derived from this source. The 
company serves more than 200 com- 
munities. Among the cities which are 
served are Minneapolis, St. Paul, and 
Stillwater, Minnesota, Grand Forks 
and Fargo, N. Dak., Sioux Falls, S. 
Dak., Galena, Ill., and Platteville, Wis. 

This is a most important factor for 
the investors to consider. The straight 
electric properties are said to have 
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shown the best results of any of the 
public utilities during the hard times 
through which that class of companies 
has passed. The street railway com- 
panies have been the hardest hit. But 
it is interesting to note that this com- 
pany serves only four communities 
with street railway service. The gross 
revenues derived from this source in 
1917 were only $89,976. Therefore the 
loss of its street railway properties 
would not be noticed. The same thing 
applies to the telephone department, 
and the effect of falling off in the 
earnings of its gas department and 
steam department, would hardly be 
noticeable. 


The larger part of the company’s 
electricity is generated by steam. But 
a substantial part of it is generated by 
hydro-electric plants. Furthermore, 
the company has a thirty year con- 
tract with the Wisconsin, Minnesota 
Power Co., a large hydro-electric com- 
pany. Its hydro-electric generating 
plants have an installed capacity of 
48,150 H. P. Its steam generating 
plants have a capacity of 80,226 horse 
power. This is a total generating cap- 
acity of 128,376 horse power. The com- 
pany’s largest plant has a capacity of 
36,000 horse power and is located on 
the Mississippi River near Minneap- 
olis. This plant is to be increased to 
69,000 horse power. It is thoroughly 
modern in every way and probably one 
of the best operating central stations 
in the country, 


Hydro-Electric Will Increase 


In the future the ratio of hydro-elec- 
tric to steam generating capacity will 
increase. This is indicated by virtue 
of the fact that the company controls 
a large number of undeveloped water 
powers, which are estimated to be cap- 
able of producing approximately 146,- 
000 horse power. 


The territory served by this com- 
pany has developed wonderfully in re- 
cent years both agriculturally and in- 
dustrially. It serves the principal com- 
mercial centers of these territories. 
Minneapolis and St. Paul particularly 


hold most important places among the 
cities of the country. The population 
served is in excess of 950,000. 

The substantial growth of the ter- 
ritory and the increased use of public 
service and particularly electric light 
and power has made necessary almost 
continual financing for the company to 
meet these demands by increased gen- 
erating capacity. As a matter of fact 
proceeds of the recent note issue of 
$2,000,000 together with other funds 
will be used for improvement and in- 
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creased facilities, among which will be 
a new turbine which will have a cap- 
acity of 25,000 k. w. It is estimated 
by the management that this will add 
over $400,000 to the net earnings of 
the company in the first year of its 
operation. 

I have included in the table the 
earnings from 1913, as it has been since 
that time the company has made its 
best progress. As the table shows 
the company’s gross earnings in the 
four and a half year period have in- 
creased just about 100%. Net earn- 
ings also have increased about 100%. 





Ee —————————eeeEeEeEeeeeEeee 


214 


THE MAGAZINE OF WALL STREET 





But the apex was reached in 1916, with 
net income of $1,748,500. In that year 
the company earned its preferred div- 
idend about twice over and earned the 
equivalent of 16.80% on its common 
stock. Dividends were inaugurated 
on the common that year. Seven per 
cent was paid in 1917, but in March of 
the current year the dividend sus- 
pended. 

Preferred dividends have been main- 
tained since the organization of the 
company in 1909. With the decline in 
net earnings and the suspension of 
common dividends, the preferred stock 
naturally declined. Unlike so many 
other public utilities which sold at their 
lowest point in a long time however, 
the price of the preferred stock of this 


by maturity. The notes are convertible 
at any time after Jan. 1, 1919, at 100 
into 7% cumulative preferred stock of 
the Northern States Power Co. of Del- 
aware at 95, or into the common stock 
of the same company at 100. Some 
people believe that the conversion 
privilege of the common will work out 
advantageously. But whether or not 
it does, there seems to be no question 
but what in the next two or three years 
the conversion privilege for the pre- 
ferred will work out advantageously. 
Conclusion 

The Northern States Power Co. ana 
its subsidiaries have passed through 
the most trying period for public util- 
ities successfully. Now that peace has 
returned, the best opinion is that it 














NORTHERN STATES POWER 
Income Account [Years Ended Dec. 31] 


1914 


$4,395,800 
2,364,300 


1913 


Net oper. income... 1,956,900 
Fixed charges 204,600 1,339,600 


*1918 

$7,154,500 $7,637,700 
3,389,700 3,255,400 
1,709,800 1,838,300 


1915 1917 


$5,121,800 
2,866,600 
1,507,900 


1916 
$6,087,100 
3,341,600 
1,593,100 





$ 752,300 $1,024,700 
571,500 587,000 


Net income 
Preferred dividends 


$1,358,600 $1,748,500 $1,679,900 $1,417,100 
587,000 740,200 916,000 995,300 





$ 180,800 $ 437,700 
Earned on Pref..... 9.17% 12.19% 
Earned on Com.... 3.03% 7.33% 


*Twelve months ended June 30, 1918. 








company did not sell to the same point 
at which it sold in both 1913 and 1914, 
when public utility companies found 
it so difficult to finance their necessi- 
ties. The common stock went from 45 
early in 1916 to 110 in that same year. 
This high price however was based to 
some extent on bonds which were is- 
sued in that year, and which as a mat- 
ter of fact still hold out high specula- 
tive possibilities. 

The recent issue of $2,000,000 7% 
convertible notes would appear to be 
rather attractive. The outlook for pub- 
lic utility companies is greatly im- 
proved with the return of peace, and 
undoubtedly when the maturity date 
comes, the company will be in good 
shape to meet it. The operation of 
the sinking fund will result in at least 
45% of this issue having been retired 


$1,008,300 
14.33% 
16.80% 


$ 771,600 
16.17% 
12.92% 


$ 421,800 
9.60% 
6.28% 








will not be long before the operating 
ratio of such companies will decrease. 
It must be remembered that those 
companies have received increases in 
rates and that in all probability such 
increases will continue well into the 
period during which operating costs 
will decrease. 

The company has no pressing finan 
cial needs and as the statement of 
capital shows, it has no maturities fall- 
ing due until 1923. With a lower cost 
for money generally it probably will 
be able to meet any necessary financ- 
ing through its first and refunding bond 
issue. An issue of $500,000 of this issue 
was put out during the current year 
successfully. Among the public util- 
ities, there would seem to be few if 
any with better prospects for the fu- 
ture. 
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Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





COLUMBUS RY., POWER & LIGHT 
—Earnings—September gross was $331,983 
as compared to $349,881 in 1917. Surplus 
after charges was $574 as compared to $63,- 
117 in 1917. Twelve months gross was 
$4,222,247 as compared to $3,884,890 in 1917. 
Surplus after charges was $459,569 as com- 
pared to $677,006 in 1917. Balance after pre- 
ferred dividends was $151,800 as compared 
to $375,385 in 1917. 


CONSUMERS’ GAS—Annual Report— 
For year ended Sept. 30, 1918: Total in- 
come $5,095,006; total expenses $4,318,341; 
net profits $776,665; interest $34,329; bal- 
ance $742,336; dividends $530,645; surplus 
$211,692; plant and buildings renewal fund 
$490,791; deficit $279,499; previous surplus 
$684,956; final surplus $405,857. Balance 
sheet as of Sept. 30, 1918, shows cash in 
bank and offices of $141,073; accounts receiv- 
able $372,088; sundry accounts payable 
$245,957 and total assets and liabilities of 
$11,744,397. 


INTERBOROUGH RAPID TRANSIT 
—Notes Sold—It is announced that all of 
the $33,340,000 three year 7% convertible 


notes have been sold. They were offered 
for subscription at 98%. Earnings of the 
Interborough system add weight to the 
company’s arguments for increased fares. 
For the three months ended September 
30, 1918, the surplus after charges was only 
$123,680, compared with a surplus of $1,- 
356,191 for the same period of 1917 and 
this, despite the fact that this year 178,- 
253,000 passengers were carried, compared 
with 170,269,000 for the corresponding pe- 
riod of 1917. 


PACIFIC GAS & ELECTRIC—To Issue 
Bonds—The California Railroad Commis- 
sion has given authorization for the issue 
of $5,000,000 5% General & Refunding Mort- 
gage bonds, due January 1, 1942, or same 
amount of first preferred stock or portions 
of both, the total not to exceed $5,000,000 
Financing will be for the purpose of reim- 
bursing the company for capital expenses 
and to finance new construction. 


PACIFIC POWER & LIGHT—Earnings 
—Gross earnings from operation for Sep- 
tember amounted to $167,678, an increase of 
$12,472 over the previous year. The net 
amounted to $55,774 which was a decrease 
of $38,890 from 1917. After deductions of 
interest and others the balance for the 
month to surplus was $12,371, a decrease of 
$43,337 from the previous year. Gross earn- 
ings for the entire fiscal year amounted to 
$1,822,243 which represented an increase of 
$234,816 over the previous year. The bal- 
ance after interest on bonds, other deduc- 


tions and dividends on the preferred stock 
amounted to $209,175, as compared to $212,- 
199, the balance for the previous fiscal year. 


PITTSBURGH RAILWAYS—Petition 
Payments—Under decision of Judge Orr in 
United States District Court, permitting city 
of Pittsburgh to intervene as party plaintiff 
to receivership proceeding against Pitts- 
burgh railways. City Counsel Robinson was 
notified of filing of two additional petitions 
for payments of fixed charges. The peti- 
tions filed on behalf of Fidelity Title & 
Trust Co., ask payment of fixed charges 
due Oct. 1 of $7,500 semi-annual interest on 
Ben Avon and Emsworth Street Railway 
5s and $17,150 interest on Citizens’ Traction. 


SOUTHERN CALIFORNIA EDISON 
—Sale of Plant Planned—Company and City 
of Glendale, Cal., had asked California Rail- 
road Commission for authority to sell to city 
that part of company’s system which sup- 
plies city with electric energy. 


TENNESSEE RY., LIGHT & POWER 
—Earnings—Gross earnings for the month 
of September were $557,768 as compared to 
$410,940 in the same month in 1917. Sur- 
plus after charges amounted to $50,846 as 
compared to $67,884 for the same period in 
the previous year. Gross for the twelve 
months ended September 30, 1918, was equal 
to $5,808,198 as compared to $5,217,676 in 
the previous year. Surplus after all charges 
amounted to $380,167 as compared to $351,- 
945 in 1917. 


THIRD AVE. RY.—Increase in Fares 
Urged—Increase in fares, as only remedy 
for abnormal operating costs, was advocated 
by Pres. S. W. Huff at annual meeting 
called for cooperation of stockholders in 
pushing application for higher rate pending 
before Board of Estimate and Apportion- 
ment. Revision upward in wage scales is 
$1,500,000 in Third Avenue’s annual charges. 
on a basis of operation as of August, 1918, 
when the new schedule became effective. 
stockholders were informed. But through 
better adjustment in traffic, situation took a 
decided turn for the better. and company 
was able to show a surplus of $10.000 in Sep- 
tember for interest on $22,536,000 adiust- 
ment income 5s. Due to the fact that Third 
Avenue in the contracts for electric current 
with New York Edison Co., which is ad- 
justable only to fluctuations of the price of 
coal, and not to waste, Pres. Huff said that 
company was buying power cheaper than 
it would be possible to produce it. The 
company is paying New York Edison at the 
annual. rate of $784,045 for current. The 
charge of % of a cent per kilowatt hour 
compares with % cent at pre-war coal! 
prices. 
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MINING AND OIL 
Ray Versus Nevada Consolidated 


Can They Make Money With Copper Below I4c a lb.?— 
Their Buttressed Financial Positions—Ore 
Reserves—Outlook 





By FREDERICK LEWIS 





say, is their outlook under 
* peace conditions bright? 

The answer to this question has puz- 
zled the financial district perhaps more 
than in the case of any other industry 
and has by no means been satisfactor- 
ily answered. Mr. Benjamin Steele, 
writing in the last issue of THe Maca- 
ZINE OF WALL STREET, is of the opinion 
that the peace prospects for the cop- 
pers are excellent. 


It is undoubtedly true that peace 
will bring a very great demand for 
the red meta! for reconstruction pur- 
poses, The Central Powers are known 
to be practically bare of copper and a 
resumption of building operations in 
this country will cause a big demand. 
While there is no question, therefore, 
of a large demand for copper in the 
immediate future it is uncertain how 
long the demand will last. In other 
words when will copper production 
catch up with world requirements? 


The fact should be considered that 
copper production has greatly in- 
creased since the start of the war. 
South American copper properties have 
been coming along very fast and pro- 
duction of United States properties 
has greatly increased. There are op- 
timists who predict that it will take 
five years before production will catch 
up with the world’s demands, while 
others whose positions are worth while 
express the belief that six months af- 
ter the war production will be well up 
to demands and that lower prices and 
curtailment of production will then be 


necessary. 


HOULD coppers be classified 
S| as peace stocks? That is to 


In considering the position of Ra 
Consolidated and Nevada Consolli- 
dated both sides of the question should 
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be viewed. Should hard times come to 
the copper industry how would these 


two properties stand up? 
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Nevada Consolidated 


A glance at the Graph will show that 
Nevada Consolidated has been able to 
show good profits each year in the 
past six years. In 1914, for example, 
the average price the company received 
for its copper was 13.396 cts. Yet in 
that year net income was $1,470,372. 
In other words the company has been 
able in the past to show profits with 
copper under 14 cents. 

In 1912 Nevada earned $2.18 a share, 
in 1913, $1.45; in 1914, $0.74; in 1915, 
$2.78; in 1916, $7.51 and in 1917 $4.83. 
At present prices of around $20 a share 
Nevada is selling but little above the 
price it commanded in 1912, 1913 and 


naturally comes up, is Nevada as good 
a mine now as it was then? In other 
words, how does its ore reserves com- 
pare with five years ago? On this 
point the answer is very favorable. 
Nevada in the past few years has un- 
covered some very extensive copper 
deposits. In 1912 ore reserves stood at 
38,853,551 tons, whereas, on December 
31, 1917, they stood at 70,025,322 tons, 
an increase of nearly 32,000,000 tons. 
Ore Reserves 

In 1917 Nevada treated 4,064,095 
tons of ore which was the greatest 
amount treated in its history. If pro- 
duction is continued at this rate, there- 
fore, Nevada, on the basis of its pres- 


TABLE I—NEVADA CONSOLIDATED—RAY CONSOLIDATED 
Production and Ore Reserves 
Nevada 


Copper prod 
Ore milled ( 

Average assay 

Cost copper per Ib. (cts.)................ 
Ore reserves (tons) 

Assay copper 

Average price received (cts.)............. 


49,244,056 
2,640. 


1917 
82,040,508 


1916 
90,735,287 
3,922,634 
1.632% 

9.44 

67,993,117 
1.59% 

25.83 


1914 1915 
62,726,651 
3,081,250 
1.54% 

8.67 
50,525,289 
1.65% 


17.64 


Ray 


Copper “yo (Ibs.) 


Ore d (tons) 
Average assay 

Cost copper per Th. (e0s.).......cccccsccee 
Ore reserves (tons) 

Assay copper 

Average price received (cts.)............. 


57,004,281 


60,338,936 
2,848,969 


74,983,540 
3,332,340 
1.607% 

10.134 
93,373,226 
2.03 % 


03 
26.724 


88,582,649 

3,560,900 

1.635% 
12.141 


2,427,700 


2.235% 
17.352 








1914 when earnings were much less 
then at present. Earnings for the cur- 
rent year are, it is true, running far 
behind the earnings for 1917. Based 
on the reports covering the first six 
months, Nevada is earning at the rate 
of $2.50 per share per annum. The de- 
crease in earnings is due to increased 
expenses rather than to any decrease 
in production. (See graph.) It is 
quite likely, therefore, that Nevada will 
not earn in 1918 its present dividend 
of $3, but even if the dividend is cut to 
$2 the yield at present prices on the 
investment would be 10%. 

In comparing the present price of 
Nevada (20) with the prices it com- 
manded before the war the question 


ent ore reserves, has a life of 17 years. 
There is good ground for the belief 
also that the company will be able to 
develop additional ore reserves. 

In 1916 and 1917 Nevada earned a 
total of $12.34 a share on its stock and 
paid out in dividends $6.95 a share so 
that $5.39 a share was put back into 
the company’s treasury. Nevada’s fin- 
ancial condition as a result is very 
strong. As of December 31, 1917, work- 
ing capital was $14,292,422, equal to 
$7.15 a share on the stock. In 1914 
the company’s working capital was 
only $3,182,444. 

Nevada Consolidated has no bonds, 
its capitalization consists of 2,000,000 
shares of stock, par $5. 
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Ray Consolidated 
Ray Consolidated, as well as Nevada, 
has been able to show good profits with 
copper under 14 cents. In 1914, when 
Ray received 13.267 cents for its cop- 
per, it was able to show net income 


TABLE II—NEVADA CONSOLIDATED 
—RAY CONSOLIDATED 


Price Range on Stocks 
Nevada Ray 

Low High 
15% 18% 
18% 24% 
13 22 
10% 22% 
11% 27% 
15 3244 
16 32 
18 2654 


*Up to Nov. 15. 


of $2,395,623 (see graph). In that 
year its average cost of copper pro- 
duced was under 9 cents. 

In 1912 Ray earned $1.33 per share; 
in 1913, $1.85 per share; in 1914, $1.65 
per share; in 1915, $3.08 per share; in 
1916, $7.65 per share and in 1917, $6.60. 
At present prices of around 24, Ray 
is not very much higher than the prices 
it commanded before the copper boom 
set in. 

As in the case of Nevada, earnings 
the current year have shown a decided 
tailing off as compared with 1917. For 
the nine months ended September 31, 
1918 earnings were at the rate of about 
$3.50 per share per annum. The decline 
was the result of increased expenses. 
The average cost of copper produced 
for the quarter ended September 30, 
1918, was 20.283 cents, as compared 
with 16.468 for the preceding quarter. 
These costs are record high figures for 
the company and an increase of about 
100% over pre-war cost of production. 

Increased Costs 

The company in explaining the in- 
crease in costs says: “The large in- 
crease in costs for this quarter has been 
occasioned by very material increases 
in wages made during the period. In 
addition, costs have been adversely af- 
fected by readjustment of smelting and 
refining rates, increase in cost of sup- 
plies, and decrease in efficiency.” 


Ray has done well in the past few 
years as regards ore reserves. De- 
veloped recoverable ore as of Decem- 
ber 31, 1916 was 93,373,226 tons, the 
greatest in the history of the company, 
comparing with 74,765,789 tons in 1914. 
Dec. 31, 1917, ore reserves were 89,- 
812,522 tons. Based on the record out- 
put for 1917 these ore reserves give 
the mine a life of about 25 years. 

Part of the company’s recent large 
earnings have been put back into the 
property so that its financial condition 
is stronger than ever before in its his- 
tory. Working capital as of December 
31, 1917 was $11,134,873, equal to about 
$7 a share on the stock. 

Ray Consolidated has no funded 
debt. There are 1,577,179-shares of 
stock par $10. 


Position of Stocks 


Both Ray and Nevada are low cost 
producers. In past years both com- 
panies have been able to produce cop- 

er under 9 cents a pound. If, there- 
ore, hard times should come to the 
copper industry Ray and Nevada 
should be able to operate at a profit. 

When the fact is considered that 
both companies have net liquid assets 
of about $7 a share the present prices 
of 20 for Nevada and 24 for Ray look 








TABLE III—NEVADA CONSOLI- 
DATED—RAY CONSOLIDATED 
Dividend Record 
Nevada 
. .$1.12% $0: 45 
... 137% 1.25 
<<. ae 2.75 
sae ee 4.20 
1918.... 3.00* 3.00* 


2.00 
. 2.00 $1.12% 


*Current annual rate. 


decidedly conservative. While the 
present price of copper is high, opera- 
ing expenses have also gone way up 
and a reduction in the price of copper 
would in all probability be accom- 
panied by a decrease in expense of op- 
eration, leaving a fair margin of profit. 

In spite of the uncertainties in the 
present outlook for the copper indus- 
try, Ray and Nevada at current prices 
look attractive for the long pull. 











Mining Notes 
These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





ALASKA GOLD MINES—Output—Re- 
ports for October: Dry tons milled, 75,870; 
calculated heads, .995; per cent extraction, 
80.10; tails, 19.8. 


AMERICAN SMELTING — Litigation 
Settled—Settlement has been effected of 
litigation between this company and Bunker 
Hill & Sullivan Mining Co. Not satisfied 
with terms of an agreement entered into 
several years ago, smelting contract which 
Bunker Hill Co. had with American Smelt- 
ing & Refining Co. was broken by former 
although it did not expire until 1930. Bun- 
ker Hill built its own smelter and started 
to treat its own ores which step was con- 
tested by Smelting Co. Under terms of 
settlement it is understood that the Bunker 
Hill Co. will ship one-half of its ores to the 
American Co. plane for treatment under 
conditions far more favorable than those 
formerly ruling, while the balance will con- 
tinue to be sent to independent smelter at 
Kellogg, Idaho. 


AMERICAN ZINC, LEAD & SMELT- 
ING—Earnings—In quarter ended Sep- 
tember 30, net operating profits were $287,- 
208, an increase of $60,000 over the previous 
quarter. Total net operating profits for the 
first nine months of this year were $893,138. 
These earnings, after charges for deprecia- 
tion and depletion, are equal to about $70,- 
000 more than the entire year’s dividend 
of $6.00 per share on the preferred stock. 
The company is not expecting to show any 
material increase in earnings as long as 
present spelter market conditions continue. 


ANACONDA—Production—In October 
produced 23,450,000 pounds of copper, 
ooueet 21,800,000 pounds in September, and 

,336,100 pounds in October, 1917. Ten 


months output this year was 263,334,000 
pounds against 186,375,000 pounds for the 
corresponding period of 1917. 


BUTTE AND SUPERIOR MINING— 
Suit Goes to Supreme Court—Suit of Min- 
erals Separation Co., Ltd., against Butte & 
Superior Mining Co., on appeal from U. S. 
District Court of Montana was tried in the 
U. S. Circuit Court of Appeals at San Fran- 
cisco from March 8 to 11 inclusive. The 
action constituted an appeal from the deci- 
sion of Judge Bourquin, which held Butte 
infringed upon oil-flotation process owned 
by Minerals Separation, and that this had 
been going on for five years. Butte con- 
tended it was not using the fractional-per- 
centage patent system, but added petroleum 
in excess of 1% to its process. The patent 
depends on the use of a fractional part. of 


1% of oil. Butte is using more than this 
and claims it is not infringing, and declined 
to pay royalties demanded by Minerals Sep- 
aration. Circuit Court of Appeals reversed 
the decision of the lower court in favor of 
Minerals Separation and the case was re- 
manded back to the Montana court with in- 
structions to dismiss the bill. Later, the 
Circuit Court of Appeals modified its order 
and decree so as to grant Minerals Separa- 
tion an injunction and accounting against 
Butte & Superior on all operations of the 
latter company covering the use of one- 
half of 1% or less of oil up to and including 
January 7, 1917. When the decree was 
entered in Helena May, 1918, Judge Bour- 
quin, in the United States District Court, 
revoked the injunction ordered by the Cir- 
cuit Court of Appeals at San Francisco on 
May 14. The gist of the decision handed 
down at Helena was that Butte & Superior 
Mining Co. was relieved of the necessity 
of depositing its monthly earnings in the 
Federal Court and also of making monthly 
reports of operations, provided the minin 
company used more than one-half of 1% 
of oil, or more than ten pounds of petroleum 
to each ton of ore treated under the so- 
called flotation process. Minerals Separa- 
tion then asked the U. S. Supreme Court 
for a writ of certiorari. 


CALUMET & HECLA—New Turbine— 
New Turbine at Lake Linden plant is work- 
ing satisfactorily. The electric plant is now 
capable of furnishing 30,000 horse power and 
this power is utilized at the mine, at mill, 
and carried 12 miles for pumping water from 
the plant on shores of Lake Superior. 


CHILE COPPER—Earnings—Results of 
operations for the quarter ended June 30, 
1918, show undivided profits of $1,445,748 
compared with $1,124,498 for the first quar- 
ter, or a total of $2,570,245 for the six 
months. Earnings are computed on the 
basis of 23.69c a pound for copper in the 
June quarter and 23.83c per pound for the 
March quarter. Monthly production ran as 
high as over 9,000,000. pounds, which total 
was recorded for June. The cost of pro- 
duction in the second quarter of 1918, ex- 
clusive of excess profits tax and obsoles- 
cence was 17.73c a pound, as compared with 
18.38c a pound in the first quarter of the 
year. 


DAVIS-DALY COPPER— Annual Re- 
port, Year Ended June 30, 1918—Shows that 
during period company mined from its 
Colorado mine 52,906 dry tons of ore, pro- 
ducing therefrom 260,672 ozs. of silver and 
5,894,396 lbs. of copper. From the Hibernia 
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it produced 5,724 dry tons of ore, resulting 
in an extraction of 129,816 ozs. of silver, 356 
ozs. of gold, 1,316,310 Ibs. of zinc and 61i, 907 
Ibs. of lead. "Average ade of copper ore 
for the year was 6.59%; average price re- 
ceived 21.4c per Ib. The company increased 
its property valuations by $10,330,000, car- 
rying its mining lands and plant at the close 
of the year at $15, 917,347. This was done to 
meet provisions of Federal income tax call- 
ing for a fair valuation of ore deposits as of 
March 1, 1913, in order that an allowance for 
depletion of ore might be deducted from 
gross income, 


FEDERAL MINING & SMELTING— 
Report—For September a net profit from 
operations after all deductions including de- 
preciation of $154,435. This compares with 
net profits of $87,243 in August, $98,255 in 
July, $90,179 in June, $134,874 in May, $32,- 
397 in April and $64,840 in March. In Feb- 
ruary of this year there was an operating 
loss of $33,203 and in January the loss was 
$59,034. In September of last year net 
profits of the company amounted to 
$112,422. 


* GREENE-CANANEA COPPER — New 
Ore Bodies—Reported that two new ore 
bodies which have been developed, will 
exceed any heretofore discovered. Ton- 


nages from these views are running be- 


tween 10% and 11% copper. They are lo- 
cated in the Cananea district of Mexico. 
General outlook for Greene-Cananea is held 
to be promising. Output from Mexican 
mines is up to 5,000,000 pounds monthly, and 
in nine months to October 1, 38,770,000 
pounds of copper and over 1,000,000 ounces 
of silver were produced. Anaconda in- 
terests are said to be adding to their hold- 
ings of Greene-Cananea stock. At close of 
1917 Anaconda owned 59,600 shares. 


INSPIRATION — Output—In October 
product 8,125,000 Ibs. of copper, compared 
with 7,800,000 Ibs. in September, 9,000,000 in 
August, 9,000,000 Ibs. in July and 10,300,000 
Ibs. in June. In October of last year com- 
pany turned out 2,400,000 Ibs., operations 
being materially curtailed because of the 
strike of miners, and in the same month of 
1916 the output amounted to 11,300,000 Ibs. 


MIAMI COPPER — Prospects — Esti- 
mated that company will produce 55,000,000 
and 58,000,000 pounds of copper in 1918 
against 44,000,000 pounds in 1917. Costs 
cannot be reckoned until Federal taxes are 
determined. Operating profits, however, 
should run between $6,000,000 and $6,500,000 
with net dependent upon tax deductions. 


OSCEOLA CONSOLIDATED MIN.- 
ING—Operation Status—Production from 
all three mines of this company will show 


no increase in October with little hope of 
any improvement in November or Decem- 
ber. Is faced with continued decrease in 
tonnage from its richest producer, the 
South Kearsarge, so it must depend for a 
large proportion of its output on the North 
Kearsarge and the old Osceola, both very 
low-grade producers. 


QUINCY MINING— Developments — 
Is building extensive additions to its stamp 
mill at Mason for installation of a regrind- 
ing and flotation process along lines similar 
to those so successfully in use at Calumet & 
Hecla’s milling plant at Lake Linden. The 
adaptation of regrinding principle to rock 
was determined after extensive and elab- 
orate tests at an experimental mill. This 
mill has been contributing 25 tons of copper 
a month to Quincy smelter and has proved 
conclusively that the Pewabic lode forma- 
tion offers a chance to save considerable 
copper by additional concentrating facilities. 


SHATTUCK-ARIZONA COPPER— 
Earnings—For quarter ended Sept. 30, 1918, 
earned 7lc a share, compared with 33c a 
share in the preceding quarter and 39c in 
corresponding quarter of 1917. Shattuck 
has $3,500,000 stock (par $10) upon which 
$4.13 a share was earned in 1917. In nine 
months ended September 30, 1918, $1.57 a 
share was earned. 


TUOLUMNE COPPER—Silver Strike 
on 800-ft. Level—Butte office announced 
that 5 ft. ore running 2% copper and 20 ozs. 
silver had been struck east of the main 
cross-cut on the 800-ft. level. This is the 
third ore body found on this level. October 
tonnage was 3,300 against 2,980 for Sep- 
tember. The Colusa Leonard extension 
stockholders at Phoenix, Ariz., on Oct. 28, 
ratified the plan to consolidate with the 
Tuolumne. 


UNITED VERDE EXTENSION—Op- 
erations of Smelter Extended — First full 
month’s operations new smelter handled 
10,898 tons of ore, while succeeding month 
witnessed an increase to 12,688 tons. The 
August treatment averaged about 350 tons 
of ore daily, while in September the aver- 
age tonnage gained to over 420 tons. The 
expense and trouble to which United Verde 
has been put since commencement of pro- 
duction in shipping its 6re to custom smel- 
ters ended with the blowing in of a blast 
furnace of its own on July 18. Despite fact 
that it has been paying for the new smelter 
entirely from earnings, the company man- 
aged to keep a very str cash 
This amounted to $1, at the of 


Seeenteer, against $5,265,000 at close of 
19] 








Port Lobos Petroleum’s Interesting 


Prospects 


J. B. Duke Controls—Merger with Atlantic Refining >— 
Present Production and Outlook for Stock 








By JOHN MORROW 





OR years James B. Duke was 
one of the most successful and 
outstanding figures in the to- 

== bacco industry. He was a 
dominating influence in the affairs 
of the American Tobacco Co. and 
when the United States Supreme 
Court ordered the dissolution of that 
combination, and the British-Amer- 
ican Tobacco Co. cut its affiliations 
with the parent concern, Mr. Duke de- 
voted himself particularly to the 
British company. While Mr. Duke 
has been first and foremost a tobacco 
man, his vision has gone over into 
other fields, and the possibilities in oils 
have not escaped his attention. A few 
years ago he very quietly acquired 
control of the Port Lobos Petroleum 
Co., and associated with himself others 
of the tobacco group. Shares of this 
company, which are regularly dealt in 
on the New York Curb, have recently 
had a price rise large enough to attract 
considerable attention to the position 
of the company and its possibilities. 


A Little Known Company 


Like the majority of ventures which 
eventually turn out successfully, little 
is known about Port Lobos. There 
never was any attempt to sell the 
stock to the public, and there never 
have been any alluring prospectuses 
describing the company. It has been 
the private concern of Mr. Duke and 
his friends, who have had and still have 
great confidence in the properties 
owned by the company. 


Port Lobos was originally organized 
in 1915 under a Canadian charter with 
$2,500,000 first preferred stock, an 
_equal amount. of second preferred, and 

5,000,000 common stock. In 1916 
the :company.under the name of the 
.Port’- Lobos’ Petroleum Corporation 


was incor-*>rated under the laws of 
Maine, w:.. $2,500,000 first preferred 
8% cumulative stock, $2,500,000 second 
preferred 10% stock, and $12,500,000 
common. There is none of the first 
preferred outstanding, only $500,000 
of the second preferred, and $12,500,- 
000 common, par value of all of the 
various classes of stock is $100. There 
is no record that any dividends have 
been paid upon any of the issues, but 
this has nothing to do with the possi- 
bilities. Port Lobos has little history. 


A $17,000 Investment 


What the investment in Port Lobos 
originally cost Mr. Duke and his asso- 
ciates is not officially known. It is 
said that the company represents an 
investment of probably $17,000,000, but 
this is gossip, and not known fact. 
Port Lobos takes its name from an 
island off the coast of Mexico, about 
midway between Tuxpam and Tam- 
pico. The oil fields of the company 
are not located upon this island, but 
its sea loading facilities are. At this 
terminal the crude oil piped from the 
wells is taken by tankers for distribu- 
tion at American points. These te:mi- 
nal loading stations are connected with 
the producing property by a ten-inch 
pipe line, recently completed. Most of 
the other lines in Mexico are 8-inch. 

. The producing wells are located in 
the Tepetate district in a prolific oil 
region, near wells of the Texas Co. 
and the Island Oil Co., and northwest 
of the Juan Casiano wells of the Mex- 
ican Petroleum Co. Thus Port Lobos 
has the producing property, a pipe line 
for getting the crude to the coast, and 
at the sea, complete loading facilities. 
So far the company owns no tankers, 
but as will be shown later this last fac- 
tor is not at present an essential, 
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Oil Shipments Begun 

Port Lobos has not been a producer 
very long. In fact the company did 
not make its first shipment of oil until 
last August. It is believed that the 
war deterred rather than hastened 
Port Lobos in the development of dis- 
tributing facilities. Construction work 
in the past two years has gone ahead 
slowly and quietly, while other Mex- 
ican producers were using -every 
means to hasten similar work. The in- 
terests in control of Port Lobos ap- 
parently believe in the future of oil, 
in war or in peace, and confident of a 
sustained demand for petroleum pro- 
ducts the world over, were content to 
take their time in bringing up the 
property to a production point. 

It has been known for some time 
that there was oil in quantity on the 
Port Lobos property, and there was 
no question of waiting until the ground 
could be proven. Oil in vast quantity 
has never been in question in the Mex- 
ican fields since attention was first di- 
rected toward that region. , Almost 


from the beginning it has been a prob- 
lem of distribution. With its pipe line 
to the coast, Port Lobos delivers oil to 
the Atlantic Refining Co., one of the 


big Standard Oil companies. It is this 
connection with Atlantic Refining that 
gives Port Lobos its main interest at 
present. Atlantic takes Port Lobos oil 
in its own tankers, and delivers it to 
American ports. 


Recently it was announced that At- 


lantic Refining had plans which in-' 


cluded the construction of a large re- 
finery at Brunswick, Georgia, to handle 
crude from the Mexican fields. It was 
also said that the contract with Port 
Lobos called for 3,000,000 barrels of 
oil. This refinery at Brunswick will 
enable Atlantic Refining to build up 
advantageously its fuel oil business in 
the South. If Atlantic Refining is to 
go in for this development on a large 
scale, and reports have it that such will 
be the case, it would seem as if Port 
Lobos is assured of a permanent sub- 
stantial market for its output. 

There also have been reports that 
Atlantic Refining’s interest in Port 
Lobos will eventually be much closer 


than the relationship involved in a 
mere contract to buy the oil of the 
Port Lobos Co. at Lobos Island. Talk 
in financial circles is to the effect that 
Atlantic Refining will assume control 
of Port Lobos through an exchange of 
stock. One story has it that this ex- 
change will be consummated on the 
basis of one share of Atlantic Refining 
for ten shares of Port Lobos. Atlantic 
Refining is selling around $1,000 a 
share at this writing, and on the basis 
of ten for one, the technical value 
placed upon Port Lobos would be 
$100 a share. Another report is to the 
effect that Port Lobos stock will be ac- 
quired by Atlantic Refining on the 
basis of a valuation of $150 a share for 
Port Lobos. This appears rather high 
for the stock of the company which 
only recently started to ship oil, but 
before shipments were started the 
groundwork had been well laid, and it 
was possible for the company to make 
shipments from the wells on a sub- 
stantial basis from the outset. 

Mexican Petroleum and the Pearson 
interests, along with Penn-Mex Fuel 
are the largest shippers of Mexican 
oil. In 1917, Mexican Petroleum pro- 
duction was 17,325,171 barrels, and the 
Pearson properties produced 16,992,322 
barrels, while Penn-Mex produced a 
little over 4,000,000 barrels. In one 
week in September Port Lobos is re- 
ported to have shipped 182,000 barrels 
of oil, which is at the rate of almost 
800,000 barrels of oil a month. Such 
shipments would make Port Lobos ap- 
pear to be the third largest exporter 
of oil from Mexico at present. 


Current Production 


By the first of January, 1919, Port 
Lobos expects to be shipping 1,000,000 
barrels of oil a month or at the annual 
rate of 12,000,000 barrels. At current 
prices the producer of crude, such as 
Port Lobos gets from its wells, re- 
ceives from 40 to 50 cents a barrel net, 
taxes paid, delivered at the sea-loading 
terminal. On a yearly production of 
12,000,000 barrels, gross revenue would 
be perhaps $6,000,000 of which a large 
proportion would constitute net profit. 
Operating expenses and upkeep are 
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comparatively small, once the initial 
development outlay has been made. 

Port Lobos even now must be earn- 
ing an appreciable amount upon its 
capitalization, although no revenue re- 
turns have been made public, and the 
prospects point to increasing returns 
next year. At this writing, Port Lobos 
common is selling in the neighborhood 
of 80, and the company has yet to re- 
port a dolllar of earnings. Future 
prospects are making the present 
market, and not anything the company 
has accomplished. The floating supply 
of stock is small. Mr. Duke probably 
owns personally a majority of the 125,- 
000 shares of common outstanding, and 
until the last few months public partic- 
ipation has been practically nil. Con- 
trolling interests have evidently shown 
no disposition to put any of their stock 
on the market or to sell at current 
levels. 

As far as may be learned, Port Lo- 
bos now has two wells producing on a 
substantial basis. One has an estimat- 
ed daily capacity of 50,000 barrels, and 
the other a capacity of from 2,000 to 
3,000 barrels. In all Port Lobos con- 
trols leases on some 80,000 acres of oil 
and gas lands, which are generally de- 
scribed as good drillable property. It 
is likely that comparatively little de- 
velopment work has been completely 
done, when the large amount of prop- 
erty controlled is considered. 


Outlook for the Stock 

The turn-over in Port Lobos stock 
has been small. Early in October the 
shares were quoted in the low 60s, 
and since then have advanced to above 
80. This move has added some $2,500,- 
000 to the market value of the com- 
mon stock. A closely held stock like 
Port Lobos often fluctuates widely, 








CLIPPED FROM OUR DAILY MAIL 


but fundamental value seems to be 
there, and certainly Standard Oil in- 
terests are not in the habit of associat- 
ing themselves with any oil property 
whose prospects are doubtful. 

A significant financial development in 
connection with the increasing business 
of Port Lobos is the decision of directors 
to offer $1,500,000 unissued 10% cumula- 
tive second preferred stock at par, to 
common stockholders of record Novem- 
ber 25th. The right to subscribe will ex- 
pire December 10th. The directors also 
have recommended that the authorized 
total capital stock be increased from $17,- 
500,000 to $20,000,000 by adding $2,500,- 
000 second preferred stock. Stockhold- 
ers will be asked to vote upon these two 
proposals at a special meeting on Novem- 
ber 25th. 

It is generally understood that the pro- 
ceeds of the sale of the $1,500,000 sec- 
ond preferred stock will be used for the 
further development of pipe line and ter- 
minal facilities. : 

Port Lobos stock appears to be one 
of the promising oil developments of 
the present time. It was not developed 
as a “war proposition” but as a per- 
manent producer of oil. 

It would occasion little surprise if 
Port Lobos showed an earning power 
next year equal to between $30 and 
$40 a share upon the common stock 
before deduction of war taxes. The 
comparatively small amount of pre- 
ferred stock places the common close 
to earnings. On such expectations, 
the common shares might easily ad- 
vance to higher levels on earning 
power alone, irrespective of “control 
value,” and the developments which 
may ensue in connection with the re- 
ported interest of Atlantic Refining in 
the company. 


“Your magazine is the first magazine that ever made money for me, and 
I am more than satisfied in being a subscriber. 
“As every number comes out I think, well, they cannot improve upon it, 


and yet along comes the next number better than the last. 


It contains con- 


densed information that would cost any individual hundreds of dollars to 
collect, and is a ‘guide, philosopher and friend’ to the man who like myself 











is thousands of miles away from the Hub of the Universe.” 

























Mr. Ross Waxeth Wroth 


Metropolitan Petroleum Head Lays Down Heavy Barrage 
Because We Would Not Disseminate Metropolitan 
Propaganda—We Refuse to Take Cover 





By BENJAMIN R. STEELE 





- 


fal w) N acircular letter dated October 
bi 26 and addressed to the stock- 
Gero) holders of the Metropolitan 

= Petroleum Corporation Mr. 
Howard D. Ross, president of that con- 
cern, takes THe MAGAZINE oF WALL 
STREET severely to task on account of 
two articles on the Island Oil-Metro- 
politan Petroleum controversy which 
appeared in this publication. We re- 
gret that our conclusions in connec- 
tion with this interesting controversy 
do not coincide with those of Mr. Ross, 
but to date have discovered no suf- 
ficient reasons for abandoning our posi- 
tion. 

We Meet Mr. Ross 


Before the first article was written 
a representative from this publication 
called at Mr. Ross’ offices and spent 
upwards of an hour in amiable and in- 
structive converse on the Metropolitan- 
Island situation with the head of Met- 
ropolitan Petroleum. Shortly before 
the second article appeared Mr. Ross 
returned the visit and requested that 
we publish in our editorial columns a 
mass of statements purporting to prove 
that but one course remained to the 
Island Oil interests and that was— 


The Ross Summary 
of Our Observations 

lIst—He says that, 
in order to get the 
facts in the case, he 
interviewed the heads 
of the opposing fac- 
tions before prepar- 
ing his articles. 


The Ross Reply 


Answer—no official 
or attorney represent- 
ing the present man- 
agement of the com- 
pany was consulted 
or interviewed, as 
claimed by the author 
to make his article 
seem plausible. The 
magazine itself re- 
fused to publish our 
side of the contro- 
versy unless paid for 
at advertising rates. 


unconditional surrender. Inasmuch as 
we had already taken the trouble to go 
into the matter quite exhaustively and 
inasmuch as we had already printed the 
claims of both factions in our editorial 
columns together with our own com- 
ment and conclusions and furthermore 
because we had not then and have not 
since published ex parte statements 
from either factions, we naturally de- 
murred at devoting our editorial col- 
umns to Ross propaganda. 


We explained the situation to Mr. 
Ross but added that if he felt dissatis- 
fied with our presentation of the Metro- 
politan case we would allow him the 
freedom of our advertising columns so 
that he might tell at any length his own 
story, in his own words and in his own 
way. 

Mr. Ross preferred, apparently, to 
issue another manifesto to his stock- 
holders and as the chief point of that 
circular, since it contained no new 
light on the Island-Metropolitan situa- 
tion, was evidently to place this pub- 
lication in an unfavorable light, we feel 
that we are justified in publishing here- 
with the gist of the Ross circular with 
our rebuttal to the Ross reply. 


Our Rebuttal 


1. Before the first article appeared 
in THE MaGaZzINE oF WALL STREET one 


‘of our representatives had spent a 


proximately an hour discussing the sit- 
uation with Mr. Ross. Before the sec- 
ond article appeared Mr. Ross had re- 
turned the visit and spent upwards of 
an hour at our offices. We leave judg- 
ment in this matter to the reader. 
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2nd—He calls the 
agreement with the 
Sun Oil Company a 
“famous _ contract,” 
and says that on the 
strength of that the 
Metropolitan stock 
was Offered to the 
public. 


3rd—He says stock- 
holders ratified the 
sale and that the pro- 
test was raised some 
months later, when 
Tepetate No. 9 was 
blown in on what had 
become Island prop- 
erty. He also re- 
prints the Secretary’s 
call for a_ special 
meeting of stock- 
holders to ratify the 
acts of their direc- 
tors. He says at this 
meeting 321,626 votes 
were cast in favor of 
so doing against 160 
contrary minded. He 
says it is unfair to 
wait a year and a half 
and then complain. 


Answer—The 
agreement was an op- 
tional one under 
which the Sun Com- 
pany never became 
obligated to take any 
action of any kind 
nor risk one dollar of 
its money. And it 
never did. Further- 
more, the public had 
been induced to buy 
Metropolitan stock at 
prices as high as $20 
per share long before 
the “famous con- 
tract” was signed. 


Answer—T hese 
contentions are fully 
answered in our com- 
plaint now on file in 
the Supreme Court. 
The proxies referred 
to were mainly voted 
either by Levering’s 
own employees or by 
brokers employed by 
Levering to sell the 
stock and who, in 
most cases, had long 
since sold the stock 
standing in their 
names. The remain- 
ing stockholders re- 
lied on the informa- 
tion handed out by 
Levering and his 
dummies to the effect 
that the company was 
practically bankrupt, 
and that its only sal- 
vation lay in obtain- 
ing $120,000 cash to 
meet its pressing ob- 
ligations. This mis- 
information was set 
forth in a letter ac- 
companying the sec- 
retary’s formal no- 
tice, which letter is 
not printed by the 
“Magazine of Wall 
Street.” All the im- 
portant facts were 
withheld from _ the 
stockholders, namely, 
that (1) Levering 
owned the Island Oil 
& Transport Corpora- 
tion; (2) that Lever- 
ing and his associates 
were to get 10 shares 
of the Island Oil 
Company for every 
share that the Metro- 
politan got; (3) that 


2. In the first article on the Metro- 
politan-Island oil controversy on page 
838 of THe MaGazine oF WALL STREET, 
issue of August 31, 1918, these words 
appear “Thus instead of a contract the 
Sun company merely had the equiva- 
lent of an option on a contract” and 
elsewhere in the article the contract 
is characterized as “optional” and “ten- 
tative.” ° 

Apparently Mr. Ross objects to our 
use of the word “famous” in connec- 
tion with the contract. We suggest he 
acquaint himself with the precise 


meaning of the word “famous.” 


3. The sale of the Metropolitan 
properties fulfilled all the legal require- 
ments. If that is not sufficient for Mr. 
Ross we suggest he set to work to re- 
vise the Virginia and Delaware corp- 
oration laws. As they now: stand the 
laws of the country provide that. the 
voting power of stock is vested in 
stockholders of record and the proxies 
used were undoubtedly in accordance 
with the record books of the company. 
The directors and stockholders of the 
Delaware Corporation ratified the sale 
at the time it was consumated, i. e., in 
February 1917. No formal approval of 
the stockholders of the Virginia’ Cor- 
poration was considered necessary or 
desirable because the property trans- 
ferred was exclusively the property of 
the Delaware corporation. Neverthe- 
less the Virginia stockholders meeting 
was held and the sale of the properties 
ratified in June‘1917. In spite of the 
Ross statements to the contrary the 
call for the meeting was issued before 
the big gusher came in and the meeting 
was actually held about two weeks 
after the entire press of the country 
had announced the bringing in of the 
big well. The meeting was not “jam- 
med” through and the company was 
actually bankrupt and had at least one 
judgment entered against it as Mr. 
Ross well knows. The Virginia meet- 
ing was but the culmination of a trans- 
action begun four months previous and 
at a time when no one on earth could 
say with any certainty that there would 
ever be a producing well on the Metro- 
politan properties, 
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4th—The writer 
says, “The sale of 
Metropolitan proper- 
ties to Island has al- 
ready come under the 


the Island Oil Com- 
pany was not in a po- 
sition to finance the 
properties, as claimed 
by Levering, but in 
fact had nothing ex- 
cept what it was to 
get from the Metro- 
politan Company, and 
some undeveloped oil 
properties in Cuba 
and South America; 
(4) that the paltry 
amount of stock that 
the Metropolitan was 
to get would be sub- 
ject to Levering’s 
claim on $1,000,000 
of debentures of the 
Metropolitan Com- 
pany, for which Lev- 
ering paid little or 
nothing. 

Under these © cir- 
cumstances, would 
anyone but an im- 
becile contend that 
there was a real 
stockholders’ meet- 
ing? After the call 
was sent out, but just 
before the meeting, 
the famous gusher 
was brought in. At 
that time the value of 
the property became 
definitely fixed, and 
yet Levering and his 
dummies jammed 
through a supposed 
stockholders’ meet - 
ing, although the 
dummy purchaser 
was in default even 
in the payment of the 
$120,000 in cash. Is 
it credible that if the 
real stockholders had 
known the facts they 
would have voted to 
give away property 
worth millions of 
dollars for $120,000 
in cash, and one- 
tenth of the stock of 
the company owned 
by Levering, especial- 
ly where the stock to 
be received by the 
Metropolitan C o m- 
pany was to be sub- 


4 jected to a claim for 


a million dollars by 
Levering? 


Answer—If the 
writer means to con- 
vey the impression 
that arguments of 
any kind touching the 


The purpose of the Virginia meet- 
ing was stated in the notice to the 
stockholders (see Sept. 28 issue of 
THe MaGaZIneE OF WALL StreEET,). The 
meeting was held for with the express 
object of allowing the stockholders .to 
consider the sale proposition and those 
stockholders who were interested in 
such sale should either have attended 
or been represented by proxy holders. 
We venture the opinion that the courts 
will be “imbecile” enough to sustain the 
results attained at that meeting. 

Of course the real purpose of this 
section of the Ross answer is to cre- 
ate the impression that directly after 
the big well came in the Levering in- 
terests hastily called a stockholders’ 
meeting and railroaded the _ sale 
through. But everyone who has in- 
vestigated knows, and none better than 
Mr. Ross, that the facts do not sub- 
stantiate any such inferences. Noth- 


ing is to be gained in a discussion of 
this sort by camouflaging the issues. 


4. We stand upon our statement ex- 
actly as it was written. 
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scrutiny of the courts 
(Prentiss suit).” 


5th—The writer 
says, “Several of 
those who have been 
active in the present 
suit are on_ record 
. as having found 

no evidence of fraud 
in the disputed sale.” 


6th—The writer 
objects to my pre- 
vious statement that 
it is conceivable that 
our stock may under 
certain conditions, be 
worth $40 per share. 
He attempts to mud- 
dy the waters by 
stating that because 
Island Oil stock is 
worth in the market 
only $7,000,000, our 
property cannot pos- 
sibly be worth more, 
if as much. 


7th—The writer 
lays stress on the fact 
that Island Oil with 
its own money devel- 
oped our pipe line 
concession and there- 


merits of the transfer 
of the properties were 
ever heard in court in 
this case, he is in er- 
ror. The case never 
came on for trial and 
there was an under- 
standing that the evi- 
dence prepared in the 
case would not be 
used. It was not used, 
and the _ so-called 
“sale” has never been 
passed on by the 
courts. The defen- 
dants’ counsel have 
admitted this. 
Answer—So far as 
the present manage- 
ment is concerned, 
this is entirely untrue. 
Some of the stock- 
holders at first cred- 
ited the representa- 
tions made by Lever- 
ing and his associates. 
Since becoming pos- 
sessed of legal proof 
of the inaccuracy of 
these representations, 
none of the stockhol- 
ders connected with 
the present suit have 
hesitated to properly 
characterize them. 


Answer — My esti- 
mate of the value of 
our stock was based 
upon the recovery to 
us of our gusher well 
and other properties. 
We state in our com- 
plaint that these are 
worth $20,000,000, and 
that, in the estimate 
of practical oil men is 
a proper valuation. It 
is not difficult to 
reach my figure of 
$40 with this in mind. 
Possibly Island Oil 
stock would be worth 
much more if its 
properties had been 
legally acquired. 


Answer—We con- 
tend that practically 
every dollar of money 
raised by the Island 
Company has been 
based upon the value 


5. It is well known that several of 
those interested in the present Metro- 
politan case “signed off” on a former 
occasion. 

We would like to inquire if the seem- 
ingly unstable memory of Mr. Ross 
permits him to recall the following 
legal instrument which was signed by 
members of the so-called Matchett- 
Ross Committee of which Mr. Ross 
was Secretary? 


Kaolin Products Corporation, 
City. 
Gentlemen :— 

The Metropolitan Petroleum ee. stock 
which we are selling you todas om races our ¢n- 
tire holdings of the stock of this Corporation, and 
we are pl to assure you that hereafter we 
shall take no action which we lieve to be in 
any way detrimental to the best interests of tlic 
Island Oil & Transport Corporation. 

If we can at any time render any assistance 
to the Island Comguny, lease advise me. 


— very truly, 

September 7, 1917. 

6. Even those who side with Met- 
ropolitan regard the Ross estimate of 
$40 a share as a blunder. However, 
Mr. Ross’ guess may be as good as 
that of anyone else. We prefer our 
own estimates. 


7. While not expressly saying so 
the tenor of the Ross reply would lead 
the unsuspecting reader to imagine 


that all the pro 
Oil is expect 


rty outlay by Island 
to be recovered by 
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fore it belongs to 


them. 


8th—The writer 
seems to be obsessed 
with the similarity of 
our case to that of the 
New Haven Railroad, 
some of whose direc- 
tors were accused of 
destroying the value 
of their property. He 
says that our best re- 
course is against our 
former recreant direc- 
tors. He says, “If the 
Metropolitan proper- 
ties were illegally sold 
the directors of the 
two corporations are 
the guilty parties,” 
and then adds as a 
hint to us, “There 
were no attempts to 
upset the New Ha- 
ven’s corporate acts.” 


of our gusher well. 

he improvements 
made by Island Oil, 
the drilling of new 
wells, the building of 
the pipe line, were all 
made possible by its 
possession of our 
property and its use 
as collateral and se- 
curity for issues o} 
notes which have been 
sold to the public. Ask 
any one who bought 
Island Oil Notes 
whether the bankers 
and their agents did 
not point out almost 
exclusively the value 
of this well and its 
earning capacity, as a 
reason for buying 
them! For such in- 
vestors in Island Oil 
notes as bought them 
without knowledge of 
the alleged fraudulent 
acts affecting the 
transfer of the prop- 
erties, we have asked 
the court’s protection. 


Answer—There is 
no analogy between 
the present case and 
that of the New Ha- 
ven Railroad. In our 
case, the directors 
were at all times 
merely the tools and 
dummies of either 
Levering or of Leach 
& Company and have 
no financial responsi- 
bility. The gist of the 
action is that the 
Island Oil Company 
was merely the agent 
and alter ego of Le- 
vering and his asso- 
ciates. By transfer- 
ring our properties to 
the Island Oil Com- 
pany, therefore, Le- 
vering simply put into 
his own pockets what 
he had improperly 
taken away from the 
Metropolitan Com- 
pany, and Leach & 
Company and the 
others who partici- 
pated in the profits 
took with full notice 
of the taint. Our 
counsel do not need 
suggestions from Mr. 
Steele in this litiga- 
tion. 


Metropolitan. As the fee simple title 
to the pipe line concession is lodged 
and always has been lodged with the 
Mexican Government it is absurd to 
assert or infer that the pipe line itself 
and the other improvements will be- 
long to Metropolitan even if it should 
win the suit. 

Don’t “ask anyone who bought Is- 
land oil notes” but look up the litera- 
ture on which those notes were sold 
and the inves*igator will see that in 
addition to the gusher well, great im- 
portance was attached to the other 
properties of the Island Oil Company. 


8. Without in any way desiring to 
enter the lists as a champion for Mr. 
Richmond Levering, we merely wish 
to point out in connection with this 
paragraph that if Mr. Levering merely 
transferred something from his right 
to his left pocket, that which he put 
into his left pocket was 50% less than 
that which he took out of his right 
pocket. Our understanding is that Mr. 
Levering controlled 80% of the stock 
of Metropolitan and finally approx- 
imately 40% of Island Oil stock. A 
few more of such transactions and 
there wouldn’t have been enough in the 
Levering jeans to warrant the attention 
of anyone. 

Doubtless the counsel for Mr. Ross 
need no suggestions from us but un- 
questionably Mr. Ross himself does. 
We have made a few and trust they 
will not fall on barren ground. 





Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





HOUSTON OIL—Well Brought In— 
Brought in its No. 8 well with a good flow 
of high-grade oil. This is fifth producing 
well brought in. These are known respec- 
tively as No. 3, No. 4, No. 6, No. 7, and No. 
8. Preparations are being made to pump 
some of wells. Well No.9 is under way. It 
is expected official announcement will be 
made regarding oil developments. 


MUSKOGEE REFINING—Earnings In- 
crease—Earnings for month of September 
amounted to $43,414, which is an increase 
of $21,060 over corresponding period of last 
year. For first nine months of this year 
earnings were $327,435, an increase of 
$182,565. 


OKLAHOMA PRODUCING AND RE- 
FINING—Preparing for Peace—Stock has 
been firm lately on large volume of business. 
Much is expected from the operations of 
the Union des Petroles, which is controlled 
by Oklahoma Producing & Refining. Union 
des Petroles has 50,000 acres of oil lands, 
and 1,250 wells yielding 4,500 barrel. a day. 
Total net earnings of Oklahoma Producing 
are said to be running over $10,000 a day, 
from 1,757 wells, producing 7,000 barrels a 
day. It has been reported that Oklahoma 
Producing stock would shortly be listed on 
the New York Stock Exchange. 


PRAIRIE PIPE LINE—Pumping Sta- 
tions Named—Pumping stations on the pipe 
line to be built from Ranger (Tex) oil fields 
to Galveston will be established at Cypress, 
Bryan, Hico and Ranger, according to John 
H. Stowe, purchasing agent for this com- 
pany, which now has five crews of surveyors 
at work on the pipe line right of way be- 
tween Galveston and Ranger. Storage 
tanks to be erected at the pumping stations 
will be of 55,000 barrels capacity. The 
tank site for Galveston terminal of the line 
will be established on the mainland west of 
Virginia Point, where seven or eight stor- 
age tanks will be erected. A number of 
tanks will also be erected at the terminal 
site on Pelican Island. 


SINCLAIR OIL—Earnings—In Septem- 
ber quarter net income from operations was 
$4,761,709, an increase of $354,048 over the 
June quarter, and of $2,776,269 over the first 
quarter of 1918. The amount set aside for 
Federal taxes in the third quarter was 
double the charge for the second quarter of 
the year. Balance carried to surplus ac- 
count in the third quarter was $2,418,542. 





STANDARD OIL CO. (CAL.)—New Re- 
fining Agent—Has developed for refining of 
lubricants an improved process which is 
likely to be adopted by all the other Stand- 
ard companies engaged in refining lubricat- 
ing oils. The refining agent is known to 
miners as Death Valley clay, from location 
of only deposit known, and to oil men as 
“magic” clay. It is said to have five times 
the effectiveness of Fullers’ earth, now used 
throughout country to remove impurities. 
The company controls a deposit covering 
260 acres near the Tonopah & Tidewater 
Railroad and has invested about $250,000 in 
surface improvements. The company has 
also equipped its El Segunda plant for use 
of new process, although Richmond refinery 
still uses old. 


VENTURA CONS. OIL—Report—For 
months of May, June, July, and August, 
1918, gross sales, $811,393, an increase of 
119% over the same months in 1917, and at 
the rate of $2,500,000 per annum. After pay- 
ments on account of new properties, the 
company had at the close of Sept. over 
$600,000 in net cash assets—a working capi- 
tal | eae for the company’s present 
needs. 


TACOMA GAS & FUEL CO.—Successor 
Co.—Incorporated in Delaware on Sept. 23, 
with $5,000,000 of authorized capital stock, 
planned to take over properties of Tacoma 
Gas Co. and Olympia Gas Co. Would leave 
outstanding the $416,000 Tacoma Gas & 
Electric Light Co. 5% bonds and $80,000 
Tacoma Gas Co. 6% real estate bonds, and 
call for the issue of $510,000 new pfd. stock 
and $2,125,000 new common stock. In July 
it was announced that plan of Aug. 15, 1917, 
had been declared operative. Under plan 
there is to be transferred to new company, 
following foreclosure sales, all property, 
both of Olympia Gas Co. and the Tacoma 
Gas Co., the latter subject to $416,000 Ta- 
coma Gas & Electric Light Co. Ist mtge. 
5% gold bonds, June 1, 1906, and due June], 
1926, and to the $90,000 Ist mtge. real estate 
6% gold bonds. As consideration for afore- 
said properties the new company is to issue 
$2,000,000 common stock and $450,000 7% 
cumulative pfd. stock, the latter with pre- 
ference both as to assets and dividends and 
the same voting power as the common. The 
reorganization committee, however, had the 
right to vary these amounts to fix the limits 
of the authorized issues. 





UNLISTED SECURITIES 
The Searchlight 


Counting the Cost—What Happened to a $25,000 
Investment—Promotions Versus Investments— 
Is It Worth While? 











By “QUIZZ” 





URING the past few weeks we 
have noticed a marked falling off 
in the number of inquiries re- 
ceived relating to promotion en- 

terprises ; and even among those there is 
a healthy undercurrent of suspicion and 
scepticism which leads us to believe that 
we are beginning. to achieve our object, 
stated in our last issue. 

The buying of securities, whether for 
simple investment or for profit, is a busi- 
ness, like any otfier. No one would em- 
bark in any kind of commercial enter- 
prise without balancing the pros and 
cons, and carefully weighing up both the 
probability of profit and the risk of loss. 

Would any sane individual sink his 
money into a business where the risk of 
loss is, say, more than one in five? 

Many years of careful research, inves- 
tigation into thousands of promotion en- 
terprises, a study of market quotations of 
over five thousand securities justifies us 
in making the unqualified assertion that 
the risk of loss in a new venture is more 
than one hundred to one. 

Applying the same business acumen 
that we would employ in all other affairs, 
and looking at the latest sample of the 
newest circular received from the Unre- 
liable Auto, Rubber & Oil Company, let 
‘is answer the unasked question before 
reading the circular. Let us admit that 
everything the promoter says is true: that 
the management is without blemish (that 
is, until the date of the promotion) ; and 
prospects reasonably certain to work out 
as hoped. Let us apply the cold eye of 
logic to the proposition rather than the 
warmth of an enthusiasm which, under 
the influence of a too hopeful prospectus, 
often elbows our sober judgment aside. 

Our answer is repeated: the risk of 


loss in a new venture is more than one 
hundred to one. 

The law of averages is unrelenting. It 
is not our business to make or explain 
away that law: it is ours to apply it to the 
facts. , 

Let us explain. 


What $25,000 Might Have Done 


Our Analytical Service Bureau had oc- 
casion last year to analyze and report 
upon an “investment” on behalf of an 
executor of an estate. The “investment 
list” consisted of thirty-five different 
mining stocks purchased for about $25,- 
000 between 1904 and 1908. 

Our research carried us through all the 
exciting periods of mining booms of the 
Cobalts, Tonopahs, Goldfields—our de- 
ceased friend was evidently very enthu- 
siastic about the prospects of the North- 
western mining companies, and had in- 
vested “his all” in the list discussed. We 
examined over five thousand quotations 
for these mining shares and found: only 
one “investment” out of the thirty-five 
had survived the fever, and was even 
then tottering, and on its last legs. This 
solitary survivor, Goldfield Consolidated, 
was quoted at 45 cents a share, and the 
total value of the list had shrunk to $450. 
An immediate sale was also suggested, 
and the reduced quotation for the stock 
(now around 20 cents a share) confirms 
our opinion then expressed. 

Although this investor apparently had 
“bad luck,” we found occasion to con- 
gratulate our subscriber on the estate’s 
good fortune to recover such a large sum 
as $450 out of an original investment of 
$25,000 in this particular class of securi- 
ties, as the deceased gentleman had had 
better than average success—he had 
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picked up one stock out of thirty-five that 
could maintain a market for nearly ten 
years, although quotations for this stock 
had declined from many dollars to a few 
cents a share. Our investigations proved 
that not one stock in five hundred of this 
class that we examined during our search 
could show a similar record. 

The deceased investor had beaten the 
law of averages by a very wide margin, 
and we cannot yet decide whether this 
was luck or judgment. He was, how- 
ever, reputed to be a fair judge of mining 
properties, and judging strictly by his list 
we would say that he had picked quite a 
fair number of possible winners. 

His dependents and descendants have 
this, however, to reflect upon. Had the 
same amount of money been invested by 
the most conservative methods in high- 
grade preferred stocks or bonds to yield 
only six per cent, and the proceeds re- 
invested in the same manner from year 
to year, the estate would have been worth 
about $50,000 (compounded semi-an- 
nually) today. 

In the latter case, the risk of loss in the 
case of “high grades” purchased through 
reliable banking and bond houses of re- 
pute is far less than one in a hundred. 
The investor in this case could well af- 
ford to smile at a loss of even two in a 
hundred, when the case of our unfortu- 
nate mining stock “investor” is consid- 
ered. - 

What About New Enterprises? 

These criticisms are not intended to 
throw a wet blanket over every new pro- 
motion, nor strangle the new-born chance 
either of promoter or investor in such 
proposition. We have to state the facts 
as we find them, and they are given above 
for the consideration of those who wish 
to take the chance. It is worthy of men- 
tion that we have critically examined 
many hundreds of prospectuses during 
the past few years with the object of dis- 
covering a new Prestolite, Airbrake, Gil- 
lette Razor or Thermos Flask in embryo. 
We have not given up hope yet, although 
of the hundreds which have been submit- 
ted to us for examination, one could well 
count on the fingers of one hand those 
which showed the earmarks of promise. 

Looking over the list of quotations of 


active and semi-active stocks on the N. Y. 
Curb, one finds the same confirmation of 
the conclusions we have reached in the 
diminished quotations, the inactivity oi 
those which are on the brink of oblivion 
and the total disappearance of hundred: 
which at one time were confidently hailed 
by their friends as issues that would out- 
shine all previous moneymakers. The 
proof of this will be given in our next 
issue. 

We will prove our conclusion: that th: 
risk of loss in a new venture is more than 
one hundred to one. 

Those who apply to the Inquiry De- 
partment of THe MacaziIne or WALL 
STREET sometimes complain of the la- 
conic manner in which our busy statisti- 
cians dismiss the rosy prospects of a new 
promotion. Looking over some of the 
answers to these inquiries, the writer’s 
criticism is that they are not sufficiently 
laconic, and suggests the following as a 
form answer to be used in every case— 
preferably by means of a rubber stamp: 

“Tn returning the literature of the Un- 
reliable Auto, Rubber & Oil Company 
herewith, would say that it is still in the 
promotion stage. The risk of loss in a 
new venture is more than one hundred to 
one. You will probably lose.” 


“I Told You So” 


The most unpopular person in this 
world is the individual who can place 
himself in the position to give vent to 
the above quoted bromidic and most de- 
tested expression in our language. One 
cannot always be popular and conscien- 
tious at the same time, and at the risk 
of being considered unpopular—if we 
can command a better hearing for our 
case in future—we refer the interested 
reader to our last issue (“The Search- 
light,” page 149). In discussing the Mys- 
tery of Tyopa, the writer stated that the 
stock did not look like a Royal Dutch Pe- 
troleum, and plainly hinted that the then 
prevailing quotation of “4 bid—6 asked” 
for Tyopa did not appear to be on a Gib- 
raltar-like foundation. 

Tyopa Oil on November 15 “broke” 
from 2% to 50 cents a share on transac- 
tions totalling 3,200 shares on the N. Y. 
Curb. It was selling around 5 a share 
when we analyzed its prospects. 
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Burnrite Coal Briquette, also adversely 
criticized a few weeks ago in these pages, 
hen selling at “dollars a share” has no 
rm bid, and is unquoted at this writing. 
Okmulgee Oil, specially analyzed by 
ur Analytical Service Bureau in co- 
peration with the writer several months 
go, when the stock was selling around 
0-12, is now selling around 2. Our 
opinion was openly expressed in our 
“Investment Inquires” during recent 


ionths. Your file is your proof. 


Smith Truck, also placed under “The 
Searchlight,” was slated for far lower 
quotations when it was around 3, 2, and 
1. At the latter figure many subscribers 
doubted our pessimism. Later quota- 
tions around 50 cents do not change our 
attitude. 

May we, without risking our popular- 
ity, say “I told you so,” but with the 
reservation that we hope to continue 
“telling you so” to your ultimate advan- 
tage. 


PEACE PROSPECTS FOR THE VARIOUS INDUSTRIES 


In an interesting article entitled “What 
will be the Effect of Peace on Industry ?” 
‘he Wall Street Journal undertakes to 
ummarize what these effects will be in 
. Ipng article. We republish herewith 
some pertinent extracts: 


The consensus of opinion in the steel 
trade is that the industry will be compelled 
to submit to a readjustment downward. 
lkut the heads of the industry are firm in 
the belief, that, with Government coopera- 
tion, this readjustment will be gradual and 
hat there will be no demoralization. 

Perhaps in no other industry have its 
leaders looked so confidently forward to 
the return of peace as in railway equipment 
manufacturing. The equipment companies 
already owe much, financially, to the war, 
but their heads believe that the debt will 
be increased; that the conflict has superin- 
uced world conditions that must benefit 
hem even more with the signing of peace 
treaties. 

Manufacturers of all kinds of paper, par- 
ticularly newsprint, will benefit greatly from 
the cessation of hostilities and the return 
of some approach to normal conditions. De- 
mand for all kinds of paper has been ex- 
tremely heavy the past year, but supplies 
have been inadequate. 

Notwithstanding the difficulties encoun- 
tered by public utility corporations, defaults 
1 interest payment on securities were rare, 
nd the end of the war finds them in gen- 
rally sound financial condition. No class 
f corporations will be more benefited by 
he return of pre-war conditions than public 
tilities. 

The biscuit companies will benefit by a 
return of peace by unrestricted output for 
ublic consumption. This food article has 
always been popular to public taste and 
has naturally been restricted since this 
country has been at war. 

The collapse of Germany will give a 
ew impetus to discussion of plans for 


operation and regulation of the railroads 
after the end of Federal control. Efforts 
will shortly be under way to organize a 
systematic study of ways and means from 
the standpoint of the owners of the proper- 
ties, so that the end of control shall not find 
them without a plan of their own to offer. 

While the normal growth of the oil in- 
dustry was retarded by the war, a great 
stimulus was given to the oil - business 
through the urgent development of internal 
combustion and liquid fuel burning engines 
for war purposes. Briefly, this is an “oil 
age” and vast possibilities are ahead of the 
industry. 

After the war demand for copper will be 
of enormous proportions. This is the con- 
sensus of opinion in metal circles. 

Automobile manufacturers should benefit 
to an enormous extent from the cessation 
of hostilities. It is generally known that 
their production of pleasure cars has been 
cut down to the bone and war work substi- 
tuted. 

Fertilizer companies welcome peace and 
inasmuch as this country will have the job 
of feeding a great part of the world for at 
least a year to come—some fertilizer ex- 
perts estimating it at two years—the var- 
ious concerns will have to keep their plants 
at full capacity to supply the farmers’ de- 
mands. 

Dye and chemical companies will need 
protection after the war according to many 
in the trade and already officials of some 
companies are urgently appealing for it. 

The leading tobacco companies will un- 
doubtedly be helped by peace. The chief 
benefit which these companies will derive 
is the reduction of the working capital 
which the war conditions have brought 
about. 

Textile companies welcome the advent 
of peace. They will be in a position to com- 
pete with Great Britain in South American 
markets owing to the shortage of cotton 
abroad and the fact that the only great 
reserves of the staple are in this country.” 


esse 





Peace Outlook for Republic 
Motor Truck 


Modest Beginnings and Growth—Why Dividends Have 
Not Been Paid—Investment Position of Preferred and 
Common Stocks 





By A. C. LAURENCE 





HE story of American motor 
truck transportation at the front, 
= and the part it has played in 
* turning the tide of battle, is one 
of the epics of the war. 

Motor truck transportation has be- 
come a reality not only on the field of 
battle, but right here at home since the 
war. A spectacular instance of it is 
the service between Akron, Ohio, and 
Boston, Mass., established by one of 
the big tire companies. Last winter, 
this line maintained an unfailing sched- 
ule under the handicap of weather of 
the most extraordinary severity. 

It is a fact not generally appreciated 
that there are now -many truck trans- 
port lines running on regular sched- 
ules over regular routes, that the eyes 
of the managers of large industries 
have been opened wide to the fact that 
motor truck transportation is no longer 
an experiment, but a demonstrated suc- 
cess, and that it promises to become 
the most rapid, scientific and economic- 
al method of handling freight yet de- 
vised for the short and intermediate 
hauls. The big developments are ex- 
pected after the war. That explains 
why the motor truck stocks advanced 
so confidently on the recent peace 
news. 

The Republic Motor Truck Co., was 
one of the first in the truck manufac- 
turing field and from the beginning the 
company has specialized in that field. 
From an initial production of 52 
trucks, five years ago, the company has 
become the largest producer of motor 
trucks exclusively, in the world, with 
an annual capacity of nearly 20,000 
cars. 

The story of the company’s modest 
beginnings has a bit of human interest 


in it. A mechanic, Frank W. Ruggles, 
who was the owner of a small ma- 
chine shop in New England, had 
visions beyond the limits of his shop 
and dreamed of the future freight trans- 
portation by motor truck. The ambi- 
tion to become a manufacturer of 
trucks and a factor in the development 
of a great new industrial field obsessed 
him. His idea was to build a truck 
which would be essentially a truck, not 
an adaptation to commercial uses of 
the already developed pleasure car. 
Moreover, he wanted to produce a car 
which could be sold at a-price that 
would command a universal market. 

He succeeded in raising $8,000 cap- 
ital to start on, and with this and the 
courage of his convictions, he built 
his first fifty-two trucks. That was in 
1913. Not long since the company of 
which he is now president, shipped 
from Alma, Michigan, where its pres- 
ent big truck assembling plant, cover- 
ing eleven acres, is located, 2,100 trucks 
in one month. Recently a-train load 
of trucks left the Republic works at 
Alma, bound for Australia and Japan. 

The original Republic Company was 
reorganized into the existing company 
in 1915, with an authorized capitaliza- 
tion of $1,000,000 7% cumulative pre- 
ferred stock and 62,500 shares of com- 
mon stock of no par value. The ob- 
ject was to arrange for raising new 
money to provide for further expans- 
ion of the business. 


Adverse Conditions Encountered 


The new common stock enjoyed a 
big market “over the counter” for a 
time and sold up as high as $70 a share. 
But tiie general crash in the motor 
share market late in 1916 carried Re- 
public down too. Then came the dec- 
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laration of war by the United States, 
entailing great readjustments of all 
kinds and a rapid accumulation of in- 
ventories and bills payable in the mo- 
tor industry. After a brief respite dur- 
ing the Fall of 1917, the final heavy 
blows from transportation congestion 
and further curtailment of production 
hit the motor industry in the early 
part of 1918 and caused another heavy 
depreciation in motor share values. 
These events dashed the hopes of early 
dividends on Republic common stock, 
as it became necessary to conserve re- 
sources. 


of earning power to build on, when 
normal conditions return. 

Republic in acquiring the entire 3,- 
950 shares of the Torbensen Axle Com- 
pany common stock in 1916, issued there- 
for 13,825 shares of its own common 
stock. Aside from the advantage of se- 
curing an assured source of supply for 
internal gear drive axles which form a 
special and essential feature of the Re- 
public Truck, this acquisition proved an 
excellent bargain from the standpoint of 
added earnings. The subsidiary com- 
pany’s profits after taxes and dividends 
on its own preferred stock have aver- 


REPUBLIC MOTOR TRUCK CO. 
Comparison Important Items in Balance Sheet (June 30, 1918, with June 30, 1917) 


Assets 


Land, buildings, machinery and equipment, less depreciation $1,786,215 


Investments in other companies 
Inventories 


Total current assets 
Deferred charges 
Liabilities 
Preferred stock 


1918 Changes 
Inc.$ 114,991 
Inc. 1,335,448 
Inc. 1,554,446 
Inc. 44,508 
Inc. 33,015 
Dec. 
Inc. 
Inc. 


Unchanged 


Common stock, no par value, 100,000 shares (76,325 in 1917) 


at 36% 


3,612,514 Inc. $2,604,059 


Notes payable and other current liabilities, including debt 


Sy ee MI GED, bg. cccccscscccece 


Provision for war taxes (1917 law) 


The annual report for the year ended 
June 30, 1917 showed, however, about 
$20 a share net on the 76,325 shares 
of common then outstanding. This in- 
cluded earnings from the Torbensen 
Axle Company, which was acquired at 
the end of February of that year. Dur- 
ing the fiscal year 1918, 23,675 ad- 
ditional shares of common stock were 
sold for further extensions and ad- 
ditional working capital, bringing the 
total outstanding issue up to the pres- 
ent 100,000 shares and on this $13.53 a 
share was earned in the year just 
closed, including profits of the Torben- 
sen Axle Company and after deduction 
- war tax reserves, based on the 1917 
aws. 


These results demonstrate pretty 
conclusively that there is a sound basis 


Inc. 
Inc. 
Inc. 


436,832 
500,000 
354,391 


3,591,674 
500,000 


aged nearly $400,000 per annum in the 
last two years, or $4 a share on the 
entire present outstanding common 
stock of the parent company. Its 
plants have been enlarged and are now 
running day and night shifts, in order 
to supply not only the Republic Com- 
pany, whose entire axle requirements 
it is now meeting, but also to supply 
outside manufacturers who are using 
internal gear drive axles. 


Current net earnings are running at 
a rate well in excess of $200,000 a 
month, or between $1,000,000 and $1,- 
500,000 per annum: That means $10 to 
$15 a share or 30% to 40% on the pres- 
ent market price of the stock. The sig- 
nificant fact is that this is being ac- 
complished with schedules cut down 
and Government orders being handled 
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on a very close margin of profit. The. 


company is purposely restricting its 
output of domestic trucks. Although it 
has been given permission by the Gov- 
ernment to produce at the rate of 17,- 
000 cars per annum, the present sched- 
ule calls for only 1,000 monthly, in ad- 
dition to those manufactured strictly 
for the Government. A considerable 
part of this extra capacity, but not all, 
is employed on military trucks. 

The fact that the company is now 
discounting all its bills payable shows 
that it is not pressed for working cap- 
ital. Inventories are being reduced as 
rapidly as consistently possible and as 
the process of reducing inventories con- 
tinues, the cash and working capital 
position should be further strength- 
ened. 

The company has made some strong 
business and financial alliance within 
the last few months. The Chairman- 


ship of the Board of Directors. has been 
filled by a member of the engineering 
firm of George W. Goethals & Com- 
pany, Inc., of which General Goethals, 


the canal builder, is head. Another ad- 
dition to the Board is Jas, H. Foster, 
President of the Hydraulic Pressed 
Steel Company of Cleveland, Ohio. 
The latter is closely affiliated with the 
Standard Oil group. The Hydraulic 
Steel Co. has established a record m 
war work and Mr. Foster is recognized 
as a genius in large and efficient pro- 
duction. 

The whole aim of the management 
is to put the company on a sound and 
thoroughly efficient basis to start the 
immediate development of its peace 
business as soon as the war is over. 


The Peace Outlook 


The peace outlook may be summar- 
ized about as follows: 

1—Enlarged and more efficient facil- 
ities and organization should be em- 
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ployed to capacity on regular business 
directly after the war, because of pre- 
paredness to enter on the immediate 
development of a wider field for com- 
mercial trucks. 

2—Economies in manufacturing will 
be effected through lower costs of raw 
materials and reduction in general op- 
erating expenses together with the de- 
velopment of large scale, coordinated 
production. Greater efficiency should 
result from the solution of new prob- 
lems through the medium of expert 
technical and engineering supervision. 

3—The company will be assured of 
strong financial backing and adequate 
capital for expansion through its pow- 
erful affiliations. 

4—Prestige of product and organ- 
ization—the Republic Company enjoys 
a wide and favorable reputation 
through-out the United States—will 
give a big impetus to its regular busi- 
ness. At present the company is turn- 
ing away business because of its de- 
sire to co-operate with the Government 
in the war program. 

‘There is only a nominal dividend re- 
cuirement of $70,000 per annum on the 
preferred stock; this is being earned 
more than 15 times over. The preferred 
is protected by large equities and in 
view of its strength in earning power 
is entitled to sell at a price more in line 
with other strong 7% industrial issues. 
It should advance as the general mar- 
ket position of motor preferred stocks 
undergoes the improvement expected 
with peace. The present selling price 
is just under 90. 

While dividends on the junior shares 
will probably be held in abeyance un- 
ul the company is in a thoroughly 
streiigthened position, the effect of put- 
ting an increasing surplus back of the 
common will be to build up its assets 
and earning power to the ultimate ad- 
vantage of the holder. It may be 
classed as emphatically a peace stock. 
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Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





AETNA EXPLOSIVES—Reorganization 
—Reported that Federal Judge Mayer has 
appointed a committee of six lawyers, rep- 
resenting interests prominent in the com- 
pany, to formulate reorganization plan and 
present it to him December 2nd. It is be- 
lieved that should reorganization be decided 
upon, ex-Governor Odell would be retained 
as directing head of the company. In view 
of the company’s large contracts for mili- 
tary explosives and the end of the war, the 
question of lifting the receivership, is more 
than ordinarily interesting. 


CANADIAN CAR & FOUNDRY—Sales 
Large—Gross for 1918 will amount to about 
$50,000,000, and present indications are that 
1919 sales will be fully as large. The man- 
agement has never counted upon war orders 
lasting beyond first quarter of 1919, and as 
demand for rolling stock and other lines 
manufactured by company has been improv- 
ing for past year, it is now able to devote 
over 75% of its capacity to regular work. 
Inventories on hand, both for war and reg- 
ular work, will practically all be used up 
executing orders now on books. About 
only idle plant company will have after war 
orders cease will be a number of foregoing 
presses. These it has been amortizing from 
the beginning. In its steel foundries com- 
pany has been operating 15 open hearth 
furnaces over 60% on shell steel. It is ex- 
pected to put a larger tonnage of open 
hearth steel into ingots or rolling mills, 
which will partly make up for the loss of 
shell steels tonnage. 


GILLETTE SAFETY RAZOR—Earn- 
ings—Reported that net earnings for the 
first half of 1918 were over $3,500,000 which 
is at the rate of about $36.00 a share on the 
outstanding 190,000 shares of stock. Net 
earnings for the whole of 1917 were $4,603,- 
783. It had been estimated that in 1918 pro- 
duction would include 1,500,000 razors and 
10,500,000 dozen blades, but these totals are 
now expected to be exceeded. Gillette is 
paying quarterly dividends of $2.00 a share 
and an extra dividend of $1.00 a share. 
There are outstanding 190,000 shares of 
stock, all of one class, and $4,100,000 five 
year 6% convertible notes, due September, 
1922, out of an original issue of $6,000,000. 


PENN SEABOARD STEEL—To Pay 
Off Bonds—Has given notice to holders of 
its first mortgage 6% five-year serial gold 
bonds that it will pay off and redeem whole 
of outstanding issue on December 1, 1918, 
at 101% and accrued interest. The mort- 
gage was dated December 1, 1917. The orig- 
inal bond issue was $2,000,000 and balance 


to be paid off is $14,000, the balance having 
been converted into stock by bondholders. 


POULSEN WIRELESS — Status — An- 
nounces that it will issue soon its first state- 
ment to stockholders. Operating subsidi- 
ary, Federal Telegraph Co., had outstanding 
$500,000 bonds and as many more pledged 
to secure notes held by principal stock- 
holders. It is now announced that these ~ 
obligations have been discharged from funds 
received from the Government. In a pre- 
liminary statement as of August 1, the fol- 
lowing approximate assets are shown: Cash, 
$60,000; contracts receivable, $416,000; ma- 
terials and supplies, $90,000; accounts re- 
ceivable, $47,000; land, $24,000; factory and 
equipment, $206,000; suspense account, $22,- 

The company has 300,000 shares of 
stock outstanding. 


REPUBLIC RUBBER—Stock Increase 
Authorized—At special meeting of stock- 
holders recommendation of directors re- 
garding an increase in capitalization was 
authorized. It provides for $10,000,000 first 
preferred cumulative 7% stock; $2,500,000 
second preferred 8% cumulative convertible 
stock and 650,000 shares of common stock 
without par value. 


UNITED MOTORS—Merger Plan Ap- 
proved—Stockholders at a special meeting 
on November 7th, voted to exchange the 
outstanding 1,101,640 shares of stock for 
110,164 shares of the common stock and 
330,492 shares of preferred stock of the 
General Motors Corporation. This is on 
the basis of 3 shares of preferred stock and 
1 share of common stock of General Mo- 
tors for every 10 shares of United Motors. 
United Motors was originally organized by 
the General Motors interests and it has for 
some time been expécted that the General 
Motors Corporation would acquire owner- 
ship of United Motors, which is an auto- 
mobile accessories manufacturing company. 


U. S. STEAMSHIP—Shipping Contracts 
—It is reported that when the company has 
finished building 32 ships for the Shipping 
Board under contracts totalling $49,000,000, 
it will begin work on 56 steel ships for pri- 
vate owners at a cost of $90,000,000, con- 
tracts for which have recently been signed. 
The Government contract is to be com- 
pleted in 1919. With the contracts for 
private owners, the company apparently has 
ahead of it a long period of capacity 
business. 
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TOPICS FOR TRADERS 


Calculating the Force of the Market 


A Well-Known Architect Applies the Same Methods to 
the Stock Market that he Uses in Reckoning 
the Strength of Materials 





The following article, which appeared in the January, 1911, issue of THE TICKER 
(predecessor of the MAGAZINE OF WALL STREET), attracted widespread atten- 
tion at the time it was published and on request we are republishing it in this issue. It 
presents in an interesting way the writer’s point of view as to the theory of market 


fluctuations.—Editor. 





HE TICKER recently received 
an interesting letter from an 
architect in one of our largest 
cities, enclosing a list of trades 

extending over a period of nearly five 
years beginning with January, 1906, 
and showing large profits, and refer- 
ring us to his brokers for further evi- 
dence as to his success. 

He states that he has achieved these 
results by calculating the force of the 
market, much in the same way as he 
calculates the strength of a joist, and 
paying no attention to news or to the 
financial situation. We give herewith 
such details as he is willing to make 
public: 

“The evolution of this manner of 
trading necessitated researches for 
many years back in the history of the 
market and the compiling of records 
covering each transaction in many ac- 
tive stocks. 

“The extent of my previous day’s, 
week’s or monthly movement is re- 
quired, also the number of shares 
traded in, both on the buying and on 
the selling side. The indication for 
next day, either for a reverse of posi- 
tion or for a stop, is very plain and 
definitely deduced in about two 
minutes ; the necessity to be present in 
the broker’s office, or a sight of the 
tape, is absolutely not required. I 
give you each trade and date, together 
with obtained results. The rules or ob- 
servations on future trades are posi- 
tively not for sale and will not be dis- 
closed under any circumstances, but I 
can assure you of the accuracy of each 


and every commitment given. I treat 
the market merely as a “force,” which 
can be calculated with as much cer- 
tainty as a load applied to a steel or 
wood girder, joist or beam and such 
calculations are generally recognized 
as both accurate and reliable. 

“The calculations sent you are based 
on one stock alone (Reading), but I 
have tried out Steel and Union Pacific 
with equally gratifying results. I find 
that there is more activity in Reading 
and its range moves of four and one- 
quarter to nine and one-half points are 
more plain and certain. My deductions 
have some dependency upon the num- 
ber of shares traded in daily; sales 
which are one-eighth above previous 
quotation being counted buys andthose 
one-eighth below previous quotation 
sales. While this is not entirely essen- 
tial it forms a very good check to en- 
able me to observe the “to-come” 
market, by judging the amount of 
shares taken on or distributed. I have 
nothing to do with the general market 
news, gossip, etc. 

“I never have more than one trade 
open at a time. I never pyramid ; some- 
times I am out of the market for a 
week or more, and frequently the du- 
ration of a trade in force is quite 
lengthy. I do not often reverse into a 
different position from previous trade, 
but obtain stops from the extent of 
previous moves and the distance stock 
has traveled on buying or selling as 
described above. A ‘bull’ day is con- 
sidered to be one in which stock closes 
above the average for the day and 
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above the opening; the reverse is a 
‘bear’ day. 

“The stock being traded in must be 
treated as a ‘force’ applied on the axis 
or average for a ‘bear’ day and the 
force applied from under for a ‘bull’ 
day. The movement of previous three 
days, previous week and month is also 
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-necessary to determine distance cov- 


ered in points, together with weight 
(volume) applied. I keep a ¥% point 
chart and also one like the enclosed, 
which I consider the best and clearest 
method of keeping stock records. 
“With this method, in 1906, I made 
48 trades, 23 long 25 short; in 1907, 50 
trades, 27 long 23 short; in 1908, 42 


trades, 23 long 19 short; in 1909, 41 
trades, 20 long 21 short; in 1910 (to 
Oct. 1,) 33 trades, 18 long 15 short. In 
1906 the greatest run of Favs encoun- 
tered was 9% points; 1907, 5%; 1908, 
4%; 1909, 5%; 1910, 5%. My losses 
average less than 1% points and I have 
never sustained more than 4 consecu- 
tive losses. 

“The strong feature I claim is that I 
am certain of getting the heart out of 
any swing, either up or down, the 
faster the better; in trading markets 
or at a point of actual distribution or 
accumulation, I sustain small losses 
until the market makes a pronounced 
move. In a ‘traders’ or a dull, narrow 
market, I am generally without a com- 
mitment. My buying and selling points 
are determinable to the exact one- 
eighth so that my orders are not 
given to broker with an ‘if.’ 

“I consider that the market can be 
calculated exactly as a person would 
calculate a wood joist. The joist will 
safely hold just so much, and its factor 
of safety when encroached upon is on 
the side towards danger, and when ex- 
ceeded the joist will break; so will a 
stock in the stock market. 

“The longest single loss I have ever 
made was 4% points, due to a wide 
opening, and the longest run on profit 
side was 17% points. I can refer you 
to my brokers * * *, who have had 
evidence of how accurately I call the 
turn in the market. My losses usually 
come from a reversal of the market, as 
I am unable to calculate how far the 
market will go and so I have to wait 
until a reverse condition shows itself 
or my new calculations give me a stop. 
I only change my orders from day to 
day. I have nothing to do with any 
quotations until the market is over for 
the day. I believe that I could calcu- 
late the intermediate swings during 
the day, but I do not care to get too 
close to a game which the ‘office 
squatter’ can not beat. He is in- 
fluenced in spite of himself and his 
trading is frequently warped.” 


—————————————————————————————— 


Decide promptly, but never give any reasons. Your decision may be right 


but your reasons are sure to be wrong. —Lord Mansfield. 

















IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 
the Owner's Name Before the Date of the Closing of the Company's Books 














Paid to 
Ann. Amount Holders 
Rate Declared as of 
A 
af Amer Beet Sugar, p $1.50 3 Dec. 14 
% Amer es Seam, ¢ 2 %&% an. 11 
Am : 2.715% be 11 
“6% Am Cotton Oi, 3 &S Nov. 14 
4% Am Cotton Oil, :. 1 %&% Nov. 14 
12% Amer Radiator, Ke 3 %& Dec. 21 
7% Am Smelt & Ref, p rE Nov. 13 
6% Am Smelt & Ref, c 14% © Nov. 27 
7% Am Sugar Ref, p.. 14% Dec. 2 
7% Am Sugar Ref, c.. 14% Dec. 2 
0 Sm Ge Se 6 5 % Dec. 2 
20% Am To o cd..5 & Nov. 15 
6% Assoc Dry Gd Ist p 14% Q Nov. 9 
7% Assoc Dry Gd, 2d p ine Nov. 9 
6% At, T & Santa Fe, c 14% Oct. 31 
5% pr PAD PILED Dec. 10 
20% Atlantic Refining ..5 % 
B 
8% Beth Steel, 8% p.. 2 % Dec. 16 
7% Beth Steel, 7% Be + R-4 Dec. 16 
10% Beth Steel <> See % Dec. 16 
10% Beth Steel, c B.... 2K%% Dec. 16 
6% Brown Shoe, c ... - 16% Nov. 20 
$8 Buckeye Pipe | Fan Nov. 23 
Cc 
.:+» Certain-teed Pr, c a $4 an. 17 
6% Cities Service, p ¥%e% M Nov. 15 
6% Cities Service, c %% M Nov. 15 
.... Cities Service, cxe 4% Nov. 15 
$3.50Cl & Pitts, reg gtd 874%4c Nov. 9 
$2 Pitts, spec gtd 50c Nov. 9 
7% Consolidated Gas... 134% Nov. 7 
$12 Continental Oil ... $3 Nov. 25 
35c¢ Cosden & Co., p... 834c Nov. 15 
$3 Crescent Pipe Line. Nov. 23 
..++ Cumberland Pipe L Nov. 30 
D 
7% Dere & Co, p...... 14% Nov. 15 
$8 Detroit United Ry. $2 Nov. 15 
8% Diamond Match ... 2 % ov. 30 
E 
7% Eastern Steel, ist p ise Dec. 2 
7% Eastern Steel, 2d p 1M% Dec. 2 
10% Eastern Steel; c ... 24% a 2 
6% Eastman Kodak, p p. 14% ov. 30 
10% Eastman Kodak, c.. 24% Nov. 30 
..-. Eastman Kodak, c x 74% Nov. 30 
G 
5% General Asphalt, p. 1%% Nov. 14 
8% General Chemical, c 2 % Nov. 20 
7% General Cigar, p... 14% Nov. 25 
8% General Electric ... 2 % Dec. 7 
.-++ General Elect x x.. 2 % Dec. 7 
‘sq, G2 R&P, Ist pxml  % — 10 
7% Goodrich, (BF), p. 14% . 20 
$8 Greene-Cananea’ ... $2 Nov. 8 
7% Gulf States St, ist p 14% Q Dec. 15 
6% Gulf States St, 2d p 14% Dec. 15 
H 
5% Hartman Corp .... 14% Nov. 20 
4% Hart, Shaf&Mar,c 1 % Nov. 20 
--.. Helme (GW), c x4 % . 14 
$6 Homestake ining. 50c M Nov. 20 
I 
7% Illinois pm mes e+e 134% Nov. 6 
= ie ee Sesece a fke weve % 
aow pe ov. 
$4 Intnett = Go &.. $1 Nov. 14 
K 
oft Rese Lake Mining. 25¢ Dec. 2 
Kings CoEILt&P2 %&% Nov. 20 
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P*4 Woolworth (FW),c 


Amount 


Ann. 
Rate Declared 


Lake of W Mill, p 
Lake of W Mill, 
Liggett & Myers, c. 


o 
4 wun oF 


Manhattan Shirt, c. 
Man. Shirt, c x xx 
2 Marlin-Rckwil Corp 
Mass Gas Co, p.... 
May Dept Stores, c 


~ 2 unmenn 


HK KRKSSEEK 


Nat’l Acme 
National Biscuit, p. 1 
National Biscuit, c. 1 
Nat Cloak & Suit, pi 
Nat En & Stamp,p 1 
Nat En & Stamp, c 1 
Natio pee ; 

3 

1 
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Norfolk & West. c 
Ohio Cities Gas, c.. 


136 
75¢ 

. $1.25 
7 

1 

1 


Pabst Brewing, p.. 
3 Penna R-R ....... 
Pitts Coal (P), = 
Pittsburg Steel 
Pitts & West Va, 
2% Por Rican-Am To 
7 Pressed Steel Car, 
Pressed Steel Car, 


-= 


% 
. $1.75 
A% 
3 % 
$1.75 
$2 
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$2 Reading Co, Ist p.. 50c 


Arms, Ist p 
Arms, 2d p. 
Arms, c .. 
Pipe Lines 
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6% White 

White Motor ..... 
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ext—Extra dividend. 

a—Initial ~ 

d—Paid in scrip. 

c—Payable in common stock. 

x—Paid in 
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xx-—Paid i in *Diberty Loan bonds. 
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